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CHAIRMAN TRUE: Good morning, ladies and gentlemen.
Welcome to the second meeting of the Hational

Petroleum Council for the 1974 Fiscal Year.

As we have a lot of business to do this meorning,

and as each will ba introduced to you during the course of

T the morning, I will dispense with the formality of intro-

8 |l Adueing the head table. | |

9 1 | We will also dispense with the custom of calling
10 the.role, and the official attendance record will be made
1 at the door. Any Council members who did not check in at
12 . the door, pleanse do so bafore you leave so that our record

~ J o 13 | 7.’.1"5'.;'!.11 be completa, | -

40 This morning, it is a great pleasure for me to
15 ‘introduce the distinguished Government Co-Chairman of the
16 Council, the Honorable Rogers C. B. Morton, ?ecretaiy of

17  the Interior. | -. |

18 Rogers?

19 : (Applause.)

20 | STATEMENT OF THE HONORABLE ROGERS C. B. HDRTQ!I,
a1 |- - SECRETARY, DEPARTMENT OF INTERIOR o

22 1 SECRETARY MORTON: Thank you, Dave.

23 _ Membars of the Council, and our distipgg;shed

- gquests.

It is certainly a pleasure to have Bill Simon,

_/4('"19 /éé’)off!ﬂ(‘ CO”IP(!HI .
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John Sawhill, and other members of the Federal Energy Office
- Here with us this morning. I know we are all anxious to-hear

frém Bill,

- perhaps request of you some help.

energy self-sufficient by 19%80.

| synthetic fuels based on the rate of speed that investment

. is made in the existing technologies.

~ at best, you would be in sort of a demonstration level type

4

I would like to take enly a few, informal minutes

this morning to share with you scme of our thoughts, and to

I think the Presldent did the right thing when he

charged us all in the Government and the country to become

The definition of "self-sufficiency” 1 think is
something that has_to be worked out. 'There are some differ-
ences of opinion on the precigeness of it.

The obvious proposition is to substanﬁiaily increase
the supply of conventional fuels. Any of the_uncpnvantibnal
or non-conventicnal energy systams‘raquire a,leadrtime that
will really not affect the energy supply dmr;ng tﬁq'period
;37; to 1980, in this six-year period. I think we all know
that.

Obviously, there will be some preduction of

When you project that out to 1980, you see that,

of business that would give you some real yardstick informa--

tion and data as far as the balance of the centﬁry is

o : ._/4?’:;9 /ert_)'rf:‘ng _ Cbm’uany )
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5
t concerned; féggé;ample, in the use of fuels from coal; the use
2 of oil from.ahé;e: the uge of bhreeder reaetors'és an addition
] '1f‘t6 the light water generation,'and B0 fcrth;-and'?ﬁn can
4 :3¥n#en vigualize some substantial énargy uses darivéd from solayr
g . energy. | |
6 | What we are really talkimg about, and I_think.wau
7;:1 Tpught to put it in its perspective, and we oughﬁ‘to trﬁw£6“ﬁ
8 entice the public into reaching an-understanding_of it,
? which is very difficult to do, is the increase of oil and
1o gas and some coal in the period of 1974 to 1985.
1 You are concerned with not only where you are
12 going to get it, but what the aconomics of it are going té
! 13 ba, and this I think should be all our concern.
14 _" I believe we should be studying the economic side
15 4 of this industry as it goes into a production phase that has
16  ”been accelerated over any past or historic bgsé. ,
17 - We are through the crisis element.r I think wéui;id
18 || it to rest pretty well last nightgw They tried to make the
19 energy crisis funny, and I must admit that both Fred Hartley
20 and John Sawhill did a pretty good job at the dinner for TV
21 people. | |
‘ 22 .. . hope we laid toc rest, at least with_;he ones who
23 were sitting on each side of me, that the whole thing had
- been: contrived by a few of the oil companies, and that now
_'we were at least faced.with-a realistic futufa initerms of
Aeme Reporting Company
: seaE-5zAA
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actually developing our supﬁliés.

T did not hear much talk last hight‘abbﬁt-spliﬁting

up the oil companies because they had schemed on this thing:

' whereas, a couple of months ago, you probably would have

heard a lot in that particular group. It is funny how quick

. things c¢hange around here.

What I would like for the Petroleum Council to do
is to become involved in advising us on policy in this devel-
opment phase that we are looking at between 1974 and 1980.

If you will just look -quickly at the whole structury

- system ﬁndar the American Flag, the first, obvious fact-is-:--

that the opportunity exists primarily in the short-texrm on

13

14

15

16

17

18

19

20

21
22

23
24

25

the Outer Continental Shelf,

The policy whiech has been in:affect and making:-
available lands on the Outer Continental Shelf over fha'yéérs
for the iast twenty years, has been more money-oriented, I
think, in terms of the Government's side, than production-
erieﬁted.

| Actually, the amount of revenue that has been

-aevelbped over those years from gas and oil revenues on the

Outer Continental Shelf splits about one~third/two-thirds;

two~thirds to governments, Pederal and State governments;
and one~third through the cash reglsters of the producers.
This haa—bégn'ah economic formula that has not

really produced the kind of production that we wish we had

: ,
_/46.”!? lgeljof'ﬁng company
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when the Israeli-Aral War triggered the embargo.

Based on.the prica af 0il, we have seen over the
twenty-year pericd where 0CS production has existed, and
based on the price of gas, it is certainly an undefstandahle
fact, and we certainly have no reason to eriticize the
industry or ourselves for having proceeded in the development
of this resource go slowly.

What I want to do is try and look at everything we

have done with a critical eye to see what is right about it,

“"and also to determine where it can be improved.

I think the real sounding board, and the real

advice and counsel that can be put into what we do here in

13
14
15
16
17
18
19
20
21
22
23
24

25

Interior in our responsibility, and what Bill Simon can do
in'the”Energy office in his over-all policy responmibility,

as well as the other agencies that are involved, particularly

‘those that deal with the back-up éystems; with steel, and

tubing, and pipe, and labor, and all the rest.

- We are going to give you a charge, and the charge
is to become involved in the policy decisions through advice
and counsel, which is your proper role, that will lead to
the success of Project Independence.

I have some goals in mind that mﬁy be too far out:

- -maybe they need.modifying:-anﬁ maybe you should address your-

selves to those as well as to the policies through which we

implement our programs to reach those goals.

. ' 7
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'7*ﬂghe six-year period teo bring the production, in terms of oil
 equivalant of the Outer Continental Shelf, up to a multiple
wqf‘five_cﬁmpared to what it is taﬁﬁy;

certainly economic and back-up system constraints, that have
' to be ovarcome; one is the soversignty question which involves

_the Cook Inlet area in Alaska.

. to do the kind of thing that we are talking about, multiply

7 £he-pruduction by five, will entail moving into frontier

system that we use now, or the heavy front-monay system that

together a kind of a task force or committee within the

8

It seems to me that a fair figure would be during

There are some legal constraints, as well as

the Atlantic. It locks as though we are getting down to the

end of the line on the sovereignty question as it_@ff&cts

Certainly, the procedures that will be necessary

areas. I think we want to look at that in terrms of how we
The old gquestion of whether the bonus~bidding

we use now really will get the job done in terms of increasing
supplies is being reexamined.

| I am not going to tell you all of the different
fgrmulae and thoughts that we have because thia iz not the

place,

I am going to see if Dave and Vince Brown can put

Council that can take a hard look at our over-all leasing

_ . . ”
_/4(?”1(’ /QP’JOl'flﬂg O”ll)ﬂ”y
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‘ment is coming from, in terms of who is going to do it.and

what the incentives are, and what the ecanemics are, is in

the proprietary side.

economic environment in which there can be a reasonable re-

between 1974 and 1980; the oil that is yet to be produced

policy and come up either with some options or some answers
or some criticisms of the various proposals that we are
cdﬁsidaring, as well as a rather hard look at the procedures
we—have uged over the last few years. |

| The other area that I think we have to be thinking

about, in terms of technological transfer of where the invests

the area of secondary and tertiary recovery.
All ready, the technology is being advanced at a

fairly fapid rate, both on the Government side as well as on
Whether we have reached a price plateau and an °

tufﬁ'on’that investment is something I think we have to
consider.
They look to me as though they are the two, big

pools of oil that we might be able to add to our supply

on the Outer Continental Shelf, in terms of additions to
Qupply, and the oil that is available in Enown structures
and-pfbducing areas for secondary recovery is the only way
io get i#.

. The last thing that I mention is that I de not

think we can get from here to there unless we have a more

_/4('"'!9 /Qc/)u}frnr COHIIJ({,Hy
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 realistic gas policy. Yomn know what we are trying to do in

terms of deregulation of gas.

‘Bgain, I think it is proper for the Council to

" address itself to this prahlem.

X think the best way for us to proceed here this

ifmorning is for me to relinquish this podium to Bill Simion.

Then, at the end of hia remarks, if you want to address some

guestions to me or to him, I am sure that he will welaome

themn.

A lot of questions have been asked me about how

‘wa in Interior relate to the FPederal Enexgy Office.

I think, as I see it, and as I think it is

functioning, the over-all energy policy of the Government

to bring all of the agencies, and there are a good many

- ageﬁeies involved in this, together is a ¥esponsibility of

- ‘the Federal Energy Office.

The arms through which that responsibility can be

' carried out are the line agencies, the agencies that have a

specific responsibility in certain areas, such as the Depart-

ment of Interior with the wide regponsibilities that we have

- through our Bureau of Mines, through our Office of Coal Re-

search, through the Bureau of Publiec Land Management, and

. through the Geological Survey.

Obviocusly, we are a Government Agency with specific

action responsibilities, and we intend to carry out that

Jdcm e {’/?()J fin g C)ompa "y
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tesPonsibility within the policy framework that we are

trying to set for ourselves during the last quartgr_of this

century. |
There is not here a hydra-headed situation in which |

one agency is going one way, and another agency ie going the

~other way.

Sometimes, in the late afterncon, there is a sense
tﬁat whag I have just said is not true.

(General laughter.)

SECRETARY MORTON: When we wake up the next day,
and realize what we are trying to do, and perhaps in a small
way readjust our courses on each side, we again get going on
the track. |

I think the wisdom that the President exhibited

is establishing within hiw own Presidency an energy coordin-

ator —- I think that isla little better American term than
“ézaﬁf -~ take it or leave it. I do not want to defrock the
czar this morning.

(Geﬁaral laughter.)

SECRETARY MORTON: I think that this Council still
has, and even more than in the past, an advisory responsi-

bility-through.its'regular channels that will serve the

- Federal Enerqy Office to a very high degree.

I hope that Bill Simon refers to that opportunity

| th&t the Council has.

_/4C'Hlﬂ /Q(’I]()J‘[l-ﬂg C)OIJ!’J(I'HEI
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Let us see if we can, during this time of

- development of American energy and American energy policy,

bring the National Petroleum Council closer in to the policy

development of all of our procedures in which theyfare inter~

ested during this critical time heve in the balance of 1974

and in the Fiscal Year caming of 1975.

There is no point in having the Petroleum COuﬁcll
if it is just going to be another trade association. You
all ready have the Petroleum Institute, and a very good
organization it is, and a very well-run organization it is.

This is an advisory orxganization, and I think that

it ialup to this National Petroleum Council to be advisory

in a pqlitive senge, as well as giving us critical opinions
when they are desarved.

I am going to ask you to do a lot mare in terms of
telling us not only what is right and what is wrong, but
helping us to find a way to go in which there wil; be a con-

tinued and good return on investment, in which there will be

. ‘& steady increase in supplies, and in which we can build a.

foundation on a new kind of industry that is dealing with a
different situation than we have had in the past, where large
amounts of fuel and surplus have been the order of the day.

N | We are obviously looking at a long periqd of time

when energy is going o' be more scarce, and when there is

_going to be a different kind of sgconomic plateau on which

_/4::»1 e /Qﬂ,)n!'h-n g Coml)a ny
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+his business will be conducted.

Expect to do some work. I am going to ask for it.

.*Fg?think that you are undoubtedly, from the individuals I

have talked to, ready to perform.

Thank you very mudh.

{Applause.)

CHATRMAN TRUE: Thank you, Mr. Secretary, for your
very app:npfiata and timely remarks.

We, as the Council, appreciate the continuing

opportuaity o advise you and your Department. I assure

ngpu,:Mr; Secretary, that we will do our best to carry out ..

and follow through on the charges that you have given us

‘this morning.

You have prbbﬁbly—seen.more of the hext spaaker
in the papers and on the news media on a ﬁaily basis than
you have of your own wives and children. I know I ﬁaVe.

It is indeed a great honor to introduce to you

the Honcrable William,Simon, Administratnr of the Federal

Energy office, and Deputy Secretary of the Treasury

(Applause.)

STATEMENT OF THE HONORABLE WILLTAM E. SIMON,
ADMINISTRATOR, FEDERAL ENERGY OFFICE

MR. SIMON: Thank you, Dave.

Rog, you can defrock we anytlme yeu would 1ike to.

I think that maybe thera was justificathn to_have

4
_/4(‘}”(’ %QIJOl'ft'ﬂg UIH,)({!’IQ‘
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a czar during a crisis; but now that it is a problem, mayhe
I ought to be a coordihator;

- (General laughter,)

MR. SIMON: I am delighted to be here today, and
I hope that we will have a chance to have a little give and
take, whether it is just after my remarks or later in the
mprning, and have an exchange of ideas so that it is not just
thé usual Government bureaucrats speaking without response.

I would 1ike to diécuss‘with vou very briefly what

1 believe lies ahead in the area of Federal energy policy.

My comments are going to fall in really two, major areas:

one, the short~term outlock; and, two, the Federal Energy

_befice's role for the longex term, encompassing, of caunse;

Project Independence, as well as the immediate need and
dramatic nead for 1egislatian this year.

_ As for the short-term outlook, with the embargo
1ifted, the production,returning to pre—embargo ievels, the
days of gsevere shnrtages are over, even though we know that
it will take two months, . approximataly, for the supply to
begin to triekle back on our shores agalnf

We are going to continue to stress, to warn that
if the demand were to resume its normal, historic grbwth
rate, that we are geing to have prohlems, and we are going
to have shortages, and the shortages could ba in the extent

of four to six percent this_summar.

) .
_/dcme /eg/)orh'ng ompany
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the mandatery conservation measures, our oil-to-coal switch-
_ing programs, and the continued coaperation, which I personall
" “feel we are geing to gei, from the American paople, that

essentially we will not have a shortage; it will be a manage-

will be modified to make it more responsive to world supply

ﬂrta'eonﬁinue to pra?iﬂarlﬁﬂ percent of current neads for agri-

 industry will get 100 percent of its ragquirements.

15

However, we feel that with increased prices, with

able problen.

aAlthough we might experience some spot problems
throughout the country as we have indeed last year, we will
be able to handle these through our allaeatiﬁn program.

Given this new petroleum situation, we are going to

alter some of cur current‘programs. The Allocation Program

condlitions.
As you know, the Crude Program is presently being

mﬁdified to ramove the disincantives to imports. We are going

culture as well as essential sexwvices,

With increasing supplies, we will assure that all

To date, the economy hag been mostly isolatedrfrém
ihe impact of the energy problem, but we must provide the
neaded fuel for industrial growth and for jobs.

Gasoline, in the allocation area, will be gradually
increased in the months ahead as the supplies increase.

However, a continued program -- and this is the

P
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 fine line that we are going to have tb continue to walk —
'of energy conservation is a necessity, recognizing that we

cannot go back to our old ways.

We are going to, in the Paderal Energy Office and

Call components of Govarnment, continue a vigorous pubilc'ed-

ucation effort, and I know that industry will do the same.
| Mandatory canservgtion measures, such ag_the fifty-
five milg-an?hour speed limit, indodr 1ighing.stan¢ards, are
still a good idea., We intend to continue-them;

our more focused measures, like Sunday gas salas
and bans or prohibiting outdoor lighting, however, are going
to be eliminated because of their ﬁotential impagt:qn very
naxrow aconbmic sectors. . |

We must mount new efforts to bring back certainty

‘into fuel supply, into the attitudes, and this'is,the ALffi~

" cult fine line, while maintaining that delicate balance so

that,pebple do not think that the problem has been. solved,

18 |[F - bat ﬁhat indeed this was an embargo that induceﬂ'prices:*‘*f

The auto. 1naustry, tourism and the recreatien
liﬁdustries havglsufféred inordinately. It is very difficult
for anyone -~— I haﬁe_n@t talkéd'to anyone who knew how we
could 5319 industries that were =o dependent on'petrqleum
and petroleum products, as well as consumer attitudes.

When a person is afraid, an& believes thut he is

not gﬁing to bhe able to get sufficient supplies of gasax;yei-

_/4(,IHL /QL”JOI {'I.ﬂg Fampanz
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he ig not going to buy an automobile that will get eight

miles to a gallon. He is not going to take a trip if he

believes he is going to have trouble either getting there

or getting back home.

We all must recognize, as I have learned only too

. graphically in the past few months, that tourism, hs far as

the economies of some states, is as important asg basic in-

dustry is to many others; steel, aluminum. They have suffere?

_ due to this uncertainty and the change in the attitudes. |

With an adequate aupply of gasollne this summer,

we w&nt-to agsure the peocple that with normail conservation

- practices, as deacribed, that they will have a sufficiency =

to meet their needs.

'we will, at the samefﬁime -~ here, again, it almost'
seeﬁs,like we are talking out.af both sides of our ﬂouths -~
_cohtinha to stress conserﬁation.

As far as the longer term iz concerned, it seems

_that we are going through three phages in thiS'prohlem. The

first phasge began a long time ago, about fifteen or ejighteen

years, and lasted for about twelve to fifteen years, and you

might call it the "I~don't-believe-it phase®; all of the

- warnings that we all kncw, that you know anly'better than I

do.
We have moved from the I-don't-believe-it stage

to the scapegoat stagé, which we are in presently, where

v
_/461119 /erorft'ng ompuny
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“-1 || everyone is pointing their finger at everyone'else, and

-2 || finding who is ta blame for this situation we fiﬁd_nurselves

3 |l  in today.

4 'f E . We must move out of this second phase and into the
5 || 3important third phase about solving the problem, which we
6 ,have the ability to do.

7 | As for the longer term, if we are to ultzmately

8 :_.find workable solutions to these problems, we must allevrqur
9  .¥arkets to operate. - o
10 Price controls and allocations are-ﬁémporary
1 measures. They are not consistent with our long-range

12 energy policy.
Let me assure this group that price and quantity

regulatlons will be phased out so that prices, supply and

14"
15 _rcensumption in this country can return to equilibrium. .
16 As you know, the allocation system, as the supplies
17 ‘retu:n 100 percent of current requirements,-especially,
N obviously, immediately in the middle distillate area, will
19 make it easier for you to conform with this program.
20 The Trans-hlaska.Pipeline Act extended the price
01 gont:ols for petroleum until February, 1975.
- I do not have to recite to your industry how the
”s spiraling demand outran our domestic capapility +o meet it.
: '24 Sufgice to say that these trends are no 1anger_ac§eptable
| . economiéally, politically or for national defense.

_/4(’.'”12 /@E’JO!'[!‘II(} C;OIJIIJ((I!y
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To approach self-sufficiency, we need a manifold

| appreach to enexrgy policy. We must egtablish a Cenﬁral

energy organization in the Federal Government. Thg Federal

Energy Office is only the first step toward bringing all

policy and implementation under one roof.

‘We need Federal Energy Administration legislation,

_and have needed it. It has been languishing on the Hill with

our other, much needed legislation; energy research and
development, as well as ultimately the Department of Energy

and Natural Resources.

We must have a permanent conservation ethic in this

~ country. Consumers must not revert to old pattérns of waste~

ful usage. We cannot reverse the trend in imports if the

demand continues to spiral upwards.

‘We must remember, as far as this Adminlstratian is

‘concerned, that conservation must be a matter of free choice,

not a mandated imperative. Nonetheless, it is going to have

to become a permanent part of our lives.

Wa must accelerate the dévelbpment of cur massive,
untapped domestic energy potential: our resources of coal,
shale, ail and gas, the.Outer Continental‘Shelf, and nuclegr
can and must be used. |

A new rxelationship between Govarnmant and industry
ﬁust be forged. There must be a comprehensive reporting
syStem.. Qur energy data must be complete and timely, and

_/46”] 4 /Qo[;'o;'fiﬁg CJOHI'D(I ﬂ_y
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1 .wé must be able to verify its accuracy.
¥ 2 There has to be a new role for Government in
3 ‘international energy affairs. Indnstry and Governﬁent must
4 | ﬁnfk togather to assure the most efficient production and
5 || use of energy sources.
6 Finally, we have to forge a new structure of
7 international cooperation within the world community between
8 producing as well as consuming nations. |
9 | . In implementing Project Independence, there is one,
10 overriding theme; and that is, that the Government's rele is
11 not to Bdild and own and manage and run the various facilitiep.
12 ' “The Government's role is to assist, té-g;ear away
13 - the impediments so that industry can get on with this criticall
14 | job, allow the market systam to operate in an unencumbered
15 1l fashion.
w6 Il o We will expedite and assist and coordinate in every
17 wﬁy possible in this way.
18 o : ~ We have established in our Project Independence
19 ||~ éféﬁﬁ énLEarly=&ction Task Force. This task forece is working
20 || :on;bteaking bottlenecks aﬁd administrative red tape, and
9 6th;¥§problems encounterad in getting new supplies of coal,
22 oil brrnuclear'power to the market place.
- Tt helps to site refineries, reducing the nuclear
; 24 licensing delays, and clearing up material s&ortages for coal
i o miﬁing.r all of these are just brief examples of what this
Aeme Reporting Company
soo-s288
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'group is performing.

A small group in the Federal Energy Office will
coordinate and focus all of the Federal Governm@ntks activ-
ities in this area.

To'parallél ﬁith the Early Action group will be

the Prdjeqt Independence Blueprint effort. A month ago, we

commenced the integration of the Federal Energy Office into

the economic framework of the Government ~ the Treasury,

 the Council of Economic Advisors, the Cost of Living Council,

the Office of Management and Budget - to assess the costs

. and exact feaslbilities of Project Indepenaeneaf the capacity

the supply prablems. |
7_ This is a planning effort which will culginate in
a detaile&, quantitative plan with policy recormendations to
achievé seifﬁsufficiency in the,19ﬁa's, |
It will evaluate technical and—resource potential
barriers. and incentives to remove them,.
| An interagency group is all ready at work on thls.
and'duf analysis-will-he campleted before the end ef this
year. | " -
Project Independence Blueprint or not,.we need

CﬂngreBSIOHal action 1f we are to move towards salf~

" gufficiency, to remove the impediments for our free enter-

prise system to function.

We have seventeen_billé--# and this was written a-

_/4(‘”!(3 /Qﬁlpm'[ing‘ C)ampany 7
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supply. Many current or past programs provide disincentives
to increase domestic:explotation, production anﬂfréfining.

 We ara committed to providing incentives, and

' removing barriers to domastic praductian. You, simhltaneouslj

must recommit yourselves +to an aggressive and wide—ranging
program of domestic development.

We must also have a spirt of cooperaticn in
daveloping and bringing to commercial availability a whole
new spectrum of technology to give us the self-sufficiency.

Achiev:ng the ability for self—sufficiancy is

~going to take the cooparation and commitment of all of us;

‘Government officials, 1a§ders of industry and individual

citizens. It is a masgive task, and it will take all of the

f?halp and the detarmination that we can master. _ fte

It is worth reiterating that what Gevernmant can
do is to provide the conditions; the free, unencumbexed

market place that has in the past, and will again in the

. future, evoke the traditienal respenée,from the greatest

indﬁstfialiZed'nafioﬁ that this world has ever known.
Thank you.
{Applause.)’
CHAiRMAN-TRUE:- Thank you'fary mndh. Hr.'Simon,
for your candid and challenging comments.
We in the petroleum industries appreciaté:ﬁhe 

magnitude of the job that still lies ahead of thefFederﬁl”

_/461}1(! /QP’JOIleg C()Dll)(llly
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Energy Office. As the National Petroleum Counecil, we

- certainly hope that as suggested by our Government Co—

/

" Chairman, Secretary Morton, that we, as a council, can be

halpful too.
It new givas me a great deal of pleasure to

introduce to you a Senator I have known and admired for

SGVeral vears.

 Jawes L. Buckley has served the State.of New York

ag & Senator since 1971, and is an active member of the

.Senate Interior and Insular Affairs Committee, the Commlttee

on Public Works, and the Select Committee on Small Buslness.

A frend of the free enterprise'system, and a fine
Senator, Senator James L. Buckley. |

(Applause. )

STB.TEHEHT OF THE HOHORABLE JAMES L. BUCKLEY,

UNITED STATES SEE[ATL

SENATOR BUCKLEY: Thank vou very much.

It is a great pleasure to be here in front of this
very'augﬁst body. 5

If I may, I would like to just touch an a5féw
Subjects, and perhaps answer questiohs; ifzthat would be of
ihtefesﬁ to you. |

| I think that you are all re&sonablyvfamiiiar with

much of the legislation that is before the Congress, much

of the thrust of that legislation.

_/4(,1:10 /Qe)o:fm(j Comlxuu
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1 think that you are probably not all that familiar

with some of the fine print as it might affect not only the

 petroleum industry, but industry at large down the line.

First of all, I ought to tell you something ahout
my credentials, as I come from New York, and you are con-

cerned with an industry that is not normally associated

: _with that state.

Some weeks ago, when ve epened up debate on the -

' very controversial roll-bﬁck provisions of the Energy Act,

I, along with three other Senators, Senators Bartlett,

Fannin énﬁ Hansen, got up on our hind feet to talk about _
;the perils'involved for therngtion in trying to put on a

| 1id on the workings of the market place.

We like to think that by getting up on our hind
1eqs, we can add to the edncative process in the country.

I wag arguing that the consumer has a direct,

important interest in allowing the-incentives to work so

that we could develop our domestic resources and liberate
ouréélves from depandéhce on foreign soufcesf_

The next day, I looked ;ﬁthe "New York Times"
to see if some of our words of wisdom hadtrickled.thraugh,
and ouf‘threa hours of ératory was dismisée& by a sinqle_
sentence; namely, "Several oil étatQVSenatqrs spoke up in
opposition to the meaéure.“

(General laughter.)

. X . -
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that ¥New York is an oil state.

ation in New York had increased by 400 percent.

'~10.05ﬂhfoot walls.

Ang those resources that remain te be developed.

=speaking a little earliexr about the need for legislation,

26
SENATOR BUCKLEY: Knowing that the "New York Times”
never makes an error, I quickly telephoned the Department

Qf Resources of New York State, and found out, lo and behold,

I found out that we have 5,700 oil wells that are
producing the aggregate of 2,700 barrels a day, or less than
a half a barrel per well per day.

{General lauwghter.)

SENATOR BUCKLEY: I also found out that we are
producing one willion cubic feet of gas a day, or oge-half of
one percent of our total consumption.

I also found out something tremendously interesting;
and that is, tﬁat since the freeing up of gas prieces occur:ed,

and since the stripper provisions were enacted, oil explor-

Reservoirs that had been closed down years and

yéaré ago were being reopened, and people were drilling

I think we sort of have in minuscule a démonstratio?
of what free economy and a free economy approach will do for

this industry, will do for the consumer, will do in develop~
Mr, Simon, who is a most admirable man, was

and also about the need to rely and liberate the free market

2
_/4{:»19 /@e/)o:-fing G painy
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The problem is that the people in the Congress do

 not necessarily see eye to eye with Mr. Simon, or‘with me.
: Also,'the problem is, if we start setting up bread, new

 authorities, broad, new bureaus, we are apt in the future

not to have somebody of the impeccable judgment of Mr. Simon
in—chaige_
T would like to take this occasion to talk to

YOu about some of the implications of some of the legislatien

_that is now being discussed seriously on the Hill because

I believe not only are we in danger of establishing a pattern
that can cruclfy'the oil and gas industry, but, in ‘the

process, we will establish a pattern that inevitably will

 be applied next time around to aluminum, the time.after that

h;o-fhe,autcmobile'industry, or any industry that happens

to be the whipping bhoy of the time.
I want to tell you about this, not only beecause

of yaur own interest in the oil and gas industry, but alse

'because I believe that 1f we are to stop some forces now in

motlon, ‘we will have to enllst the attention, the interest
of all American industry, and I appeal to you to qD that.

Let me just.give you two examples of what I am

_talking about. One of them, I am suye you are aware of, is

a proposal introduced by Senator Jackson that would in effec

establlsh a system of national chartering for'the oil

_/4.:.”10 /Qe,)o;fmcj (Jam/:vam
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‘establish all kinds of standards of performance, all kinds

'_'oﬁ standards of information revelation on oil &n& gas.

:be kind of a Ralph Nader type on your beoard of diﬁéetors
.f”whe would be paid by you, entitled to your pension. plans,_ :
”and all the rest of it, but whose duty would not be to yoﬁil.
hstqckholders; whose duty-it~ﬁﬁuld be to do the sort of yhipg

that Ralph Nader does.

28

Thie would inevitably allow bureaucrats to

One of the proposals involves mandating that there

(General laughtez.)

SENATOR BUCKLEY: At the present time, we are
discussing another bill that has as its purpose something
that we all agree neéds to be done; namely, we need somehow |
to éoliEGt in one place the kind of information that is
Vnacessary to enable the Federal Government to have some kind
of argfasp on accurate energy,infarmaﬁion, and the;eby,equip-
piné.itself for some sort of intelligent planninﬁ{-

| | All well and good, and we‘all agree that that is
neéeésary, but let me give you jnst'some gselections from |
the "Committee Print,"” Number 3, 6f'the Hétionﬁllﬂnergy
Inférmation System'that'eufréntly is being discussed in the
Interior Committee. | |

Number one, the “Statement of Purposes“ states

that syt is the purpose of this act to make all information

_/4¢:m e //ee’ljm'fin G C;oml)n ny
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public® ~-- all information public —- “"that is not for one

. reason or another defined as confidential.”

This app;ies to all energy industries, and all

_energy industries are defined as the following lines of

commerce :

One, exploration for or development ¢of mineral

fuel resources or hon-mineral energy resources.

- Two, extractioh;

Three, refining.

FOut, the generation, transmission or storage of
electrieai energy. |
Five, transportation.
six, wholesale or rétail distribution: and sales.
Then it goes on to*éay that "Major enérgy -
companies means a corporation which aleone orlwith its affil-
jates is involved in business aétivities_in one or more of
the énefgy industries, or which consumes significant amouhts
of miﬁeral fuels or electrical energy."” |

In other words, just about any activity in the
country rembtely'assnciated with the production, processing,
transportation or econsumption of_engrgy'wohldautomttically
come}unaer the putview of this iegislation at the directiocn
of a'futﬁre administrator.

Then, we come to the scope of-the'inquiry, which

would fall within the responsibiiity of the administratof of

2
_/4C”l£’ /é(’purl(t'ng Lompany
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this new bureau.

It says, ”Tha administratur or any offiaer or

 iamployae of the administration designated by him shall have:
ﬂnright of entry to the real proparty and access to any hooks,
“{documants, papers, statistics, data, lnformatlon and records
j.of any company, business, institutien, establishment or

' organization of any nature whatever when the purpose of such
j access ig to obtain or verify energy information ﬁhich they

_ are authorized by this Act to obtain.”

Thig means, in effect, that a future administrator

__could have somebody side by side with your geologist examinﬂ

ing the bits and cuttings as they gome up on an 1mportant

wildcat well, and the presumption is that this inﬁormatio&

is public information, aVailabls through an eleéﬁfonic net-

' wbrk-to'anyhsdy in any major city in the United States.

This proposed legislation does provide fbx

classification, although it makes it clear that the burden

of pﬁoof is to establish that information not be made public.

In any eveant, under the appreprlate prcv151on, we.

' gee that "energy 1nformation received by the administratar

ghall, in general, be classifled public.

*Energy information shall be c1a551f1ed confidentia

- if:

"One, the offzcer af the company respansible for

_submltting such information SWears under oath that the

>
_/4c‘me /?e,]ol'l(tlng ompany
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'company has not disclosed the information directly or
-findirectly to any person who is not employed by theicompany“:
‘|| - presumably, not your partners, not the bank you borrew money-

. from, oxr anyone else.

"rwo, the company shows by clear and cenvincing
evidence that such information constitutes a trade secret,

or that disclosure of such information would cause substan-

tial harm to the competitive position of the company.

"¢., notwithstanding a sworn statement of an

affirmatlve finding by the administrator, the adminlstratar

shall classlfy public any energy information when ha finds-

"One, that such energy information is in the

—?99098e8510n of any person not employed by the eompany: Or

"rwo, the benefit to the public interest in

immédiately classifying such information public outweighs

“* the demonstrated harm to the competitive positioh’bf'théﬁﬂﬂ?

company; Or

"phree, the energy information is of a geolegical.,

19 1 ;¢ngineering, seismic, geomagnetic, gravitational, or geo-

 chemicl nature pertaining to undeveloped mineral fuel or

ﬁoﬁ-mineral energy resources on Federally-~leased lands that

-_is.mora'than one vear old, or on privately-owned lands. if

, 23‘?¢,thdt information is more than two years old."

]

All of your seismic work, all of ?eur regional

geologizing, therefore, is cpened up to the public within

~
_/4(.'”1(—.’ /Q(’IJOI'I‘{IHG(; OHIIJ({Hy
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two years' time at the latest.

Then we go on to suggest that there is a duty of

E cooperation, not only on domestic companies, but on foreign -

companies.

"The administrator shall collect from substantial

|| emergy resource companies and major energy companies such
"Venargy information as they.-may possess which is acguired to

':aChiEVe the purposes of this Act. "

Then it goes on to say, "It shall be the duty of

. every caﬁﬁany; foraign and domestic, to report annually to

the administrator full and complete details of all_miheral

- fuel resources and non-mineral energy resources which it,

13':ﬁ,tbgether'with its affiliates, owns or controls anyﬁhere&in*=

i the world."

I c¢ould go on, but I will not., I think I havE1*.

made my point.

I believe that we are on the verge efsSidnifié nt

“?1egisiation that will transform our system of a free, private)

_competitive enterprise.

I believe that whereas you are the péop;é,ryau
_repreaent the industry whefé £hase thaoriesuﬁill'fi:st be
téstéd;ithat ifrthey are adopted by the chgféés; if this

mood to extend Federal control over every area of our society

" is not checked, that we will, in a faw years' time, see the

_pattern of disclosuré, the pattern of contreol, the pattern of

_/4(.'”1{’ /lejﬂl'tl.ﬂg' COHII)((Hy‘

SBE-52B8




10

11

12

13

14

16

17

18
19
20

21

22

23

24

25 (1

33

- regulation now being suggested for your industry extended

over every sector of the American economy.

If there are any questions I can answer with

' respect to the Congress, I would be happy to do so, or try

" to do so0.

{No response.)
SENATOR BUCKLEY: Thank you very much.
. I do plead with you te understand that you need

allies. You need allies in the Congress, you need allies

in the press, you need allies in other industries if you are

to persuade this Congress not to enact revolutionary legis-

latioh in response to the oil shqftage crisis, and if we are

to educate the public to some of the basic facts of life,
economic facts of life 6f your iﬁdustry.

One of the things tﬁat has astonished me since
coming ‘into the Congress is the extent of the ignorance by
good and honest men, honorable men, of how our system works,
what makes it tick.

There is no underéhan&ing of why people risk money,
‘why people will scrape and save and invest-iﬁ_ventﬁ:es-whére
the odds against success are ovarwhelming. o |

| Yet, it is the willingness of people in the oil

and gas industry to continue making those risks that enables

our economy to wobble along as well as it is.

Thank yoh very much.

) 2
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(Applause.)

CHAIRMAN TRUE: Thank you very much, Senator

»E'Buckley, for your very thought-provoking and sqmewﬁat

“'frightening comments this morning.

We will try to follow thraugh as indiviauals.
At the risk of missing someone, I should introduee
— enhanced by the fact that I really cannot see ont there

to know who is here. There are a few d;stinguishgd quests

here this morning that I would like to introduce to you.

- Jack Rigg, Deputy Assistant Secretary of the

.Intarior;'

Jack? ~
br. Vincent McKelvey, Director of the U. S.
Geological Survay.

Joehn Sawhill, Peputy Admihistrator, Federal

~ Energy Office.

Steve Wakefield, Assistant Administrator, Federal
Energy Office, for International Enerqgy Affalrs.

John Knuble, Deputy Assistant. Administrator,

- Federal Energy Office, for International Energy Affairs.

Thank you, and welcome to each of you. We are

_delightéd-to have you aboard.

At this time, I would like to ask Vincent Brown,

Executive Director of the Council, to intreduce'the new

. members who have been appointed since our last meeting in

_/4(‘”]6 pﬂl)ﬂl tl”( (JOIJIP(CIII :
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vVince?

‘MR, BROWN: May I introduce those new members who

~are present this morning.

Mr., L. N. Applegate of the Ethyl Corporation.

Mr. Herbert Clay, Chairman of the American Gas

Ken Hill of Blyth, Eastman, Dillon and Company.
~ Somebody really new to you, Minor Jameson,

consultant.

John Milier, President of the Independent

Petroleum Association.

Jeff Montgomery, Chairman of the Board of Kirby

Indnst:ies.

Mr. Seymour} Pregident of ansolidated_ﬂatural
Gas Company.

C. P. Siess, Junior, President of APCO Oii.

Netum Steed, independent oil producer. |

Gerry Vinson, oil and gas prqducer.

Jack Warren, independent preducer.

Ivan West, President of the Associatibn of 0il
Well Servicing Contractors. | |

o Thank you, gentlemen.
CHAIRMAN TRUE: Thank you, Vince.
I certainly would iike'to add my peraonal welcome

to the new members of the Council.

7
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The NPC, I believe, has made a signifi&ﬁﬁﬁ inpuﬁ
'*fﬁOWards a better knowledge and understanding of dﬁifcomplex

_{ffenergy industry and,problems through the parsonal efforts

 J of ‘the Council members, which I just cannot 3ay enough for
5; ;or express sufificient appreciation for, .

laf-fa_f MR. HAMMON: Mr. True, I may have misundarstood
7ﬁ' :the Secretary, and you may be getting around to 1t, and I
817  realize that we had to defer to the Senator's excellent

9 address, but if I understood your Co-Chairman, he Wanted
iU;L;fsome discussion from the floor or some quastians

.'1ri5i" ' Before we ‘get into all of the other matters, not..
".izjj'that I have anything to suggest, ) 4 dld want to nge the

@5f‘¢; 13 EfSecretary the benefit of suggaatinns on the topics he

14'“f5teuche& on.
s | CHAIRMAN TRUE: Thank you, Jake Hamon.
16  We certainly plan to avail ourselves of the

17|+ bpportunity that the Secretary has given us, and wé might

18 :g;find this an appropriate time to do so0.

19.  5 ' I would ask each of you, in the intérest:pf keeping
20;_L:0ur records correct, to identify yourselves as you o ask a
a1 | éﬁestion. |

ézi;  | o We will, at Mr. Hamon's squestion,‘daci@f@ this

93 _:meeting open for guestions to the Secretary. |

2  [ E ' SECRETARY MORTON: Since we are going tb_procéed

o5 || along these lines, it might be good for me to put Just a very

_/46111 e /ée,) m-h'ng Comly cany
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little capsule of some of the problems as we Bae them, and

|| some of the questions we want to address ourselvas to.

First, is the amount of 1easing that we should ao

'_;into on the Continental Shelf.

As you know, we have gone from about a million

acres a year to a three-million acre plateau. The proposal

i15, based on the President's wishes, to move in terms of

about three times that, possibly to ten million acres a vear.
I think we have to take a look, at the end of

this program, and make a decision as to what each increment

ought to'be‘ |

The other thing is the question of bonus money

_versus royalty money. This has'alwafs been a quﬁstion, and
: what the Government role should be, if dﬂY' in the exPlora—

tion phase.

Should there be an exploration phase batween
acﬁuél,‘full—aeale leasing and development in an affort
perh#fs to be more selective in the areas that are leased,
and that selectivity, hopefully, reducing the ratigkof dry
holes to pfo&ucers.

Those are the kindg of quesﬁiona, and where a;&i
how éhoﬁld we go into the frbntier areas, and that sort of
thing. :These are the things that we are grappling with as
far as the offshore ib concerned.

Of course, there are many, many problems also in

. , 77
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S the revision of the 1920 Leasing Act; the whole qﬁestion of

1_} _ .2 resource development not only for oil but alsa for_hard rock
3 mineralsriﬁ the onshore area. |
4 Thege are the things we are grappling wiﬁh, and
5 _.these are the kinds of problems we are going to delineate
6 in a much more detailed manner and lay befqra ﬁhe Cbuncil
7 | so that the Council can organize itself to reflect on them,

8 || and then rxespond to them.

9 MR. NIELSON: Mr. Chairman?
10 . CHAIRMAN TRUE: Mr. Nielson.
11  MR. HIELSOH: T am Glenn Nielson, Chairman of

12 || Husky Oil.

3 o _ I have particular thoughts on Secfetaryruorton‘s

14 _ conments concerhing the large bonusges that have bgen re-

15 caiﬁed;from Government,

6 | ' Having been one of the small companies, compargtiveL

17 | spéaking, who has tried to get into thét-area, we have

18 figu:éd the economics of the bonuses on top of the develop-

19 mentihés.stdbped us many a time from participating. If wé

20' Woﬁld have had some other means of participating, we would

91 || have been active, along with others. |

éz | I am.suﬁe that I share the thoughts of a great

o3 || many of the smaller and medium size producers in commending
' -24 the Secretary for even raising the question. I tﬁink it is

o5 a very pertinent one.

7
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CHAIRMAN ‘TRUE: Ate there any other comments or
questiogs?
| MR. SEYMOUR: Mr, Chairman, I am Robert Seymour,
Chairman of the Consolidated Natural Gas Company. |

My remarks are really directed to Mr. Simon with

reference to a remark that he made, but maybe the Honorable

Mr. Morton can answer this question.

| He sﬁdke of a renewed rélationship hetween
Government and inéustxy. I would like to know just which
direction he expects that to follow hecause I believe, from

the indﬁstry staﬁdpoint, every time we come to Washington,

we find ourselves in an adversary position whether we are

igrying to do something constructive or-not.

I would just like to know whether or not Mr, HMorton/|
‘sees a continuation of that situation?

SECRETARY MORTON: I think your remark is very,

very timely. Certainly, I will relaf it on to Bill Simon

becaﬁ#e I think he has some thoughté7bn it,land will come
pack t0 you with his thoughts. | |

.I have found a gxawing sifu@%ion in the,Ekecutive
Branch that is influenced obviously by v&riousrconguﬁér or-
ganizations, and the effort to be all thingé to all people,
which is a rather difficult posture, the influence of the
Congress, trying to be more unlversal in eur attitudes, the

result of whic¢h has been, I think, a breakdown ofrthe

: 7]
_/‘4(::10 //eeparh'-ng Lompany
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traditional relationships -~ and I am only talking abont

‘the Department of the Interior -- that the Department has

'- had with industry - the coal industry, on the onq:ﬁﬁnd,'the

oil industry, the cattle industry, the resource in&ustry;

_ the recreation industry - that we should respond to and

work with.
: We have to stay within the framework of our

CQngressxonal mandate, but I want to assure this organizatlon

that I am trylng to do in my short tenure here is to make_

this Department a service to ite constituency and not a

' barrier to the constituencies’ effort to do their thing.+

T will be very candid with vou. I do not think

so far I have been 100 percent successful, but I believe we

are moving a notch at a tima, and if we have to proceed at

that pace, that is the pace it will be.

I am sure, from my point of view -~ and I wi#h

" Bill wag here to speak for himself because I am sure he

would.concur.

We were beginning,tq‘ﬁéﬁa_aWay-and.Baqémé'sorﬁ of
an adversary to the free enterprise system and to the very
economic pillars that are the fiber of the economy that we
are trying to Support and trylng to developa

A great ‘example was, back in the good old days of
the ene:ﬁy crisis, when I was the fellow who at;thqt time was

charged with the management, aleong with Duke Ligon, of the

_/4('”1(, /QGIJCH fuzr CO!HIJ(!IH’
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IShortfall, which, to me, is the most —-- there is no fun in

it at all.
. (General laughter.)

SECRETARY MORTON: I said, "Duke, let's you and I

go out and get about 250 people out of the industry that
know what an oil truck looks like, and know whe to call up

‘when they want to get ahold of one of them, and get then

out of the industry.”

T got an article, an editorial in the "Washington
Post" saying howksﬁupid could I be in wanting to go out
and get ééme people from the oil industry to come in and

help manage an oil preblem. |
Well, if this isn't a hell of a country to live in
when that is stupid.

what do you do when you get sick? You don't go to
a blacksmith.
| o {Applause.)

SECRETARY MORTON: So ~- though sometimes you
would kind of like to.

{General lauvghter.)

SECRETARY MORTON: I just_wantté éssu:@_yon that
if I:da not leave anything else hete in my wake, T ﬁént to
try.to improve in té:ms of mutuality tha relationship bgtWeeh

the Department of_Interior, its responsibility té regsourcae

deVElopment; resource husbanding and consexrvation, the a

. . -
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' Supposa,-make a comment in the form of a gquestion.

< Outer Continental Shelf, and I assume that applies to the -

- margin.

‘and we do not know how far away that is from a decision.

_beginning'in Caracas in June, are we going to adhere to our.

42

relationship with the basic 1ndustrieé who, in themselves,

are the only people out on the Qrmund who can do the job.
(Applause.) | |

MR, OLMSTEAD: Cecil Olmstead from Texaco. I -
Mr, Chairman, Mr. Secretary, I would like to, I
You raised the gquestion of sovereignty about the

margin as well.

 This really raisaa two questibns: ane'is the
case brought by Haine,ret al, against the United States,
raising again the question of jur;sdiction as between the

states and the Federal Government for the Continental

I understand that is the hands of a special master

up'iﬁ Philadelphia, referred there by the Supreme Court,

Secondly, and a more immediate concern, is something-
that this Council has worked on, and I guese here I am asking
for reassurance,

In the conference on the Law of the Sea, that is -

position that Coastal States will have ju:isdictiOn over"the 

£ull extent of the margin, not 200 miles, not 200 meters

7
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water depth, not 2,500, but for the full margin, down to

. where it meets the deep ocean floor?

If we do not, I think we run the risk, for the

generations ahead, of putting petroleum resources into some

regime which those who follew us might place a heavy responsi-

bility upon us for doing.

I suppoee what I am asking for is reassurance that

 we are going to stick to that position.

SECRETARY MORTON: Let me first addféés the
question of the suit filed by the Governor of Maine, et al,
on this question of jurisdiction. I think we are §rnhab1y
about fifteen months away from having an opinion on that by
the court.

I do not think there is anything you can do to

_speed it up. We have not learned any tricks over here to

speed up the workings of the Supreme Court. There is no
waf.

Hopefully, we will have a decision so that orderly
planﬁ‘can be made for whatever decisions are made in connec~-
tion with that frontier.

of course, I am not alone on the island when it

comes to the policy there. You pretty well articulated my

pogition. I will probably have a vote, and it will_prohably

. be a minority vote.

I do think that there is an attitude among the

_/4(.‘.”12 /?QIJOJ[ng CO!H/}C!IIy
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people who I have been talking to who are sort of the
formulators of the policy that we sort of harden our position
on the margin.

What we will actually go to Caracas with in that

respect, I really do not know. I feel strongly that way

that we should because I think that if that ig the universal
policy -~ the reason that I feel that it should be across
the board that way ie because I think that the outer

Continental Shelf is more important in the days to come and

" in the futurgfof the world as a resource development area -

than it is an area for military defense.

We sheuld technologically go beyond the usa of

13 ;,the Quter cantinental Shelf as an. area for military defense;

I do not think we can ecanomically grow on iutn

,the'future unlﬂss we use the Continental Shelf for energy

resources and mineral resources.

MR. HARTLEY: Mr, Chairman?

CHATRMAN TRUE:. Fred Hartley.

MR, HARTLEY: Fred Hértlay of Union Oii Company
of Caiifornia. |

The Secretary and the Administratien, I helieve,
wére-thé 6riginal proponents of the concept of the windfall
profits tax, as it has besen named, an excise tax on crude
0il above certain base pricé levels, and that has now been

picked up by the House Ways and Means Commuittee.

_/46'”’!2 %PI}OI flf!{ (;Onl‘p(l!ll
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I, frankly, to be honest with you, sir, am trying

to digest the latest draft of that whieh came out. last night.

- I undexstand that they have integrated the depletion decline
. with, at the same time, a decline in the windfall profits

“ tax so that five yaars fromAnaw, in summary form, the

depletion would be zero and the price of so-called "old

. 0il" would have risen from approximately $5.25 to'$8.25'a

barrel.

I am not positive of those numbers, but that is

~as near as I can work out the mathematics.

If that resulted in the industry having prefit

_1ncreases of somawhere betwaen 100 percent to 300 pexcantr

would the Administration be as egqually relaxed as it is on
praposing this cnneept? |
| SECRETARY MORTON: It beats the hell qut:qf.me,

Fred. -

(General laughter.) | _

SECRETARY MORTON: I do not know. I think we got
snookered and snowed a little bit_inthé whole area. There
is a political area hererthah-yoﬁ'ﬁaverto realiétieally deal
with. I found this to be true when I was on the Ways and
Means Committee, | |

If you will remember, when the blg ﬁﬁx bill went
through the House, there was a lot of blood on ﬁhe_flbor as

to the depletion allowance. George Bush and I tried to

_/4cme /@e}arft'nr‘ C)am Ittt
! g pany.
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" I cannot. I do not know how George Shultz feels-about it,

and I do not know how Bill Simon feels about it.

. the Ways and Means Committee made these sﬁatemants.

T price this Project Independence, as I see it through the
|- eyes of Interior, somewhere in the neighborhood of $300

f billion.

. “letting the equilibrium take place in the market, that we
~are not going to go for any kind of a program that is going

to really inhibit the capital growth of this industry. This

46

compromise one percent, but it did not do much.

T wish I could really answer your question, but

We have not had time to really discuss this since

Is John Sawhill still here?
{No rasponse.)
SECRETARY MORTON: I am going to fight for an orderl

capital growth system because I think that is what it needs.

That money has to come from the capital growth in
the-inﬁustry. It has to come from its credit; and its re-
tained earnings, and its cash £low.

I hope that the attitude is prevailing now,
particularly-as we are seeing it harden up in terms of

gétting'away from price contrpls, harden up in termé of

is a political tightrope, as you know, and it is a very
difficult one.

I think this is something that this National

7
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Petroleum Council perhaps has not &one enough work on; and
that is,'in the area of economics and capital growth.

‘We have not sold the idea of profit and Tetained

earnings to the public. You know this, and I know this,

and I do not know whether we can or not.

I know that.thé New York Stock Exchange hag been
trying to do it, the industry-haé been trying to do it
through the television, and the Stockholders' ASSQCiationa
of America have been trying to do it, but préfit h&s an evil

connotation now, particularly in the minds of a lot of

. people.

When there is a change, a rapid change in profits

~due to ar;ap;d_ehange'in price, as we have had in this
industry, then, all of a sudden, it becomes completely

' simpla.'

I do not know how to overcome it. I think for
my part and what I can contribute, I am going to try to do
everything I can to make sure that this industry can pay

the ?tiea of $300 billion, or whatever is necessary, to

‘increase its service to the public; to produce more oil,

and to produce more energy in the various forms that you do.
That is where we are.
I think we have to take a position on what Mills

is saying and doing. I do not think the Administration

‘has shaken down and taken that position,

) )
_/4cme léeljmvh'ng‘ Sontpaiy
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VCrude 0il Company, Houston.

campany that has been successful in the past in oil well

lease sales, but recently has not been.

this morning that there is going to be an increased size of

individual sales, or the total number of acres offered a

48

MR. MONTAGUE: I am Kenneth Montague of General

HMr, Secretary, my company is a small, 1ndapendent

We find.durselveS'with no quarrel against the
bonsus system, but we do have a great deal of’cancern abhout
the size of the size of the savings.

It seems to us we were brushed aside in the rush
for the few crumbs that the Government tosses out at each
one of these individual sales. |

We heard the Administration, and I think you said

gsales. I was wondering when this is going to occur?

SECRETARY MORTON: Do you mean the size of the

_yeér?
| MR, MONTAGUE: Yes, sir.

SECRETARY MORTON: Which one?
MR. MONTAGUE: Any onhe.
SECRETARY MORTON: We are at the three-millien acres

a year plateau right now. We came up from a million a year

ago, and we are operating on a three~-millien acre plateau

now, I do not know what is planned exactly. |

Do you have a plan for 19752 Vince McKelvey is

./4(:”[[:‘ /QE’[JOI'[{IH(EJ— C)Oﬂl’)([.lly
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here, Who: 1is from BLM? Anybody?
{No response.)

- SECRETARY MORTON: Vince, do yom know‘what the

"::exaat acreage is or the planned sales that are all’ raady |

contemplated or thase that we are considering for 19757

MR. McKELVEY: I do not know the exact figurea,

Mr. Secretary, but the plan that the President has asked to

be carried out would call for ten million acres in 1975,
with a reevaluation atthattima, or at the end of that
fime,.what the level ﬁoﬂld'be in the future.

'SECRETARY MORTON: We may not hit the ten_milii@n,'

but we will be right on that dcorstep. It will be some

_ six or eight times the amount that has ever'baen_éffered'

before in that given time frame.
| | HR. MONTAGUE: Mr, Secratary, as a comment, I
would Suggest that consideration to increasing the individual
si#eVOf these sales would put a lot more acreage into active
deveiﬁpment. |
_. .SECRETARY'MDRTOH: We are going to have fo do that.
A little bit of this will depend upoh the nomination process
that we are using now in terms of the compétitipn.that we
wbulé ke getting from industry'an the tracts themé&lves. X
think your point is wéll taken.,

I do not th;nk we . can achieve a ten-million acre

exposure of the Shelf to industry unless we Very, very

2
_/40"9 /ero:'h'ng R pany

58B8-5288




10

11

12
13 .

14 -

15

17

18

19

20

21
22
23
24

25

50

gsubstantially reduce the number of acres that we are putting

| up for sale; otherwise, we would be having a sale about every

month, and, administratively, we just camnot do that.

MR, WEST: Mr. Secretary, I am Bob West, TéSQIG
thrqleum Corporation.

Gettingrhack to the adVstarf position of the
Goﬁernmant vig-a~vis the industry, it seems to me that the
strongest advergary position resides in the Congress,

T would like to hear comments from you on what you

think this Council or the industry camn do to educate the

CUngress’hetter, ana to chanée its increasingly stronger
advefgary position to the industry back to one of more
understanding and cooperation; and, hence, a §pntiﬂuatién of
the free enterprise system in the ihdustrf?

SEanTARY MORTON: You want to hear my political '
speech;

{General laughter.)

SECRETARY MORTON: I do not kndw. I was ta;king

to a fellow Congressman the other day. He has been there

‘a long time, and has been there longer than I have, actually.

‘We are eld friends, but we never have agreed on anything.

I think that my comment to him waS'thgt.we both
agree that you can go for a long time in this hdsiﬁess;anﬁ
not learn anything. We just have not agreed which one haé

had this experiencé.
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{General laughter.)

SECRETARY MORTON: Of course, if I knew the answer

. to your question, I would be President of the Unitéd States.

|l I will tell you that.

I am sure that the President would like to have

the answer to that guestion. He would probably like to have

- the answer to it more than anybody.

(General laughtaer.)

SECRETARY MORTON: I think, however, it is not an
impossible job. I think we contact Congress usually at a
time wheh-it is sort of oﬁ an emﬁtioﬁal wave. We respond
to the things that are being said in Congress, as Fred
peinted out, which really kind of sheck us . in texms of

taxation, which shock us in terms of formation of Federal

corporations.

I got a whole, long treatment the'other'day by

Patsy Mink's Subcommittee on Mines. The rationale that they

‘had was this:

If the TVA is successful. why shouldn't we drill

'all the oil in this country with a.Federa;_cqrporation?

It would be pretty hard to éttack.that loop because
réasbn éannot find its way in. .
| (General laughter. )

SECRETARY MORTON: The way I thlnk ‘we can do 1t is

to meet these people on their home ground; talk tn them nore

o] g
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when they are in their districts.

There is a funny thing about a Congressman. He is

‘a paculiar element. Up here, individuals are the publiec.

Back home, indiviauals are constituents, and there is one
heil of a difference. -
{Genexral laughter.,)
SECRETARY MORTON: I was there, Charlie.
. I think what we do not do in industry 55& in
business, and what I do not need as Secretarj of the
Interior is meet these guyes on their home ground.

" We always seem to confront them in front of a

‘cormittee, behind a witness ﬁable, and that is a show; that

is an entertainment to a large extent, in many cases, unfor-

tunately, particularly since it-is all being recorded in

- video.

The only way that Y can say that we can do it,

obviousiy, is to replace the ones you do not like with ones

. you dé like, and that is a cliche that I guess everybody has

heard.

I think we ought to meet with them and talk with
them in their districts, on their home groﬁnd;:and in their
sﬁatés,'with the Senators, showing thése people what the

contribution of this industry, my industry, your_indﬁstry,

or whoever it is, is making in terms of jobs, in terms of

the economic welfare of the area.

ol
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I just.think'that this is the only short-term way

- that I see that can do it. I find that that is:a-VEry good
~thing., They have more time for you. They are,honq;ea and

- Elattered by the fact that you have kind of come to them,

and it has not been as a rasult of a subpoen@.
I think this is an area wheré we can de it., You

can be relatively free from the pressures of the media and

‘the press that sort of have some influence on a Congressmin's

interview. I think that this is the way to db.

MR. MORHLMAN: Mr. Secretary, I am Bob Moehlman,

Newnont 0il Company in Houston.

I would like to note that we have a pressing,
immediate problem on tubular goods, The Government bodies,
of course, are aware of this. We know that Duke Ligon's
dffice:is working quite actiﬁely on it, but it is here with
us. |

| Speaking as a consumer of tubular geoeds, and who
wgnté.to be a consumer of tubular goods, rather than circulat-y

ing mud waiting for it, is there some way that the price

'controls on tubular goods can be lifted so that we can keep

the steel in this country rather than letting it go out, and

so that we can perhaps assure peeple from whom we borrow it

~that we are going to get it in the not too distant future?

SECRETARY MORTON: My understanding is ~- I think

Duke's here, and he might answer the question, but I believe

) - .
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‘we are looking at BApril 30th, are we not, Duke?

MR. LIGON: Yes, sir; that is right. ﬁpfil 3oth

for the complete removal of controls., There have been some

contrels iifted on the smaller plants.
MR. MOEHLMAN: That is thirty days from noew. In
the meantime, the pipe is moving out of Hew Orleans.

SECRETARY MORTON: If you can get anything done

around here in thirty days, consider it a success.

(General laughter.) |

SECRETARY MOREON: A gquy cane into me the othé?w
day with-an application to puild 5,400 miles of 42-inch |
pipe}

I said, "Have you gct it?“

He said, "Oh, sure. We can gat it easy;f

It is a problem. This back~-up system is the thing

V-that.réally concerns me. The thing is, though, Bill Simon

‘has a pretty good philogophy.

He says, "If the price is right. I'll.get_the-‘qu
piping. "
You better believe it. _This-is a peculiar country¢r
There is mbie elasticity in this country than anyﬁody aver
gives it credit for. |
| Those of us, and there are many here whose hair is
as gray as mine, who have lived through World War II -~ well,

my father was always making airplane wings out of orange
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crates. I know, because I had to fly one of them.
(General laughter.)

SECRETARX MORTON: I, of course, have been talking

~with and jawbonlng with all of the steel people because not

only are the back-up systems for this industry invelved, but
certainly for the mining industry.'

We have had a hell of a time getting roof poles.
Can you imagine that?

It is a simple thlng, a rod with a plate on it.
It is has been a very difficult thing, and the‘who;e reason

hag been because of the price control. People just do not

_make ‘things that are not profitable. You cannot blame-them.

Hopefully, we are going to come out of that; and

hopefully, our basic industry is going to have a better

~capital growth'situation than we have had.

I do not want to take any time, but the proposition

heé beeh that when we put the environmental costs on top of

the normal manufacturingwcosts, and materials costs, and
labor.costs of a basic industry like steel, and you replace
‘a plant like let us say Bethlehem has over here at Sparrow’s
Point, a great big plant that grew up.upder,en.entitely,
different environmental etﬁic thao what is demanded now in
terms of its responee to the Clean Water Act, the Clean Air
Act, and so on and SO forth there is no way that the cash

flow from the old plant can provide enough capital to replacge

2
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itself with a new plant because df these tremendous additiona
systems costs that are added on to it.

.This goes for your own refineries, toc, and you
know this.

We should take that into consideration in our
tax system so that the capital growth is there, and we can
move these basic industries ahead by replacing the old with
the new. |

We are not getting the kind of expansion in
aluminum and in steel and in the roller mills and in the
refineries that we need to keep up with the show.

I think the reason is because we have not
recognized capital growth as a very, very important factor
in the continuing growth of an industrial economy.

CHAIRMAN TRUE: Thank you, again, Mr. Secretary,
for your very frank and straightforward answers and comments.
We certainly do appreciate your being here.

Let me interrupt. I see Chatski Owens is just
ieaving. I had intended to introduce him, and gsk him for
comments later on, but I_certainly want to recognize
Charles Owens, and to express our appreciation for his being
here.

MR. OWENS: Thank you very much, Dave.

CHAIRMAN TRUE: Again, Mr. Secretary, thank you.

We understand that you do have to leave shortly to catch an

7
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ai;plaﬁe on one of your many travels. We do appreciate your
taking the time +o be with us,

To get into our own business this mprning, we will

- first have a report from the NPC's Committee on Energy -
7Cuhservation,ran interim report on the first phase of the

- study by C. H. Murphy, Junior, Vice Chairman Qf'the-Committee.

. Charlie?
_.STA'I’EMEHT OF C. H. MURPHY, JR., VICE CHAIRMAH,
COMMYTTEE ON ENERGY CONSERVATION
MR, MURPRY: Mr. Chairman, Mr. Secretary, gentlaﬁen
of the'cbﬁnqi;i

We have all had the experience of being associated

with colleagues who would go to geemingly any lengﬁh to leave

us with a chore to do for them.
Butch Granville is in New Zealand today, and that
has to be close to a record of some kind.

Butch and I have worked closely on this thing, and

we take some satisfaction in the progress that so far has beer

médeL 

You will remember that at our summer meéting last
year, the Agenda Committee reéeivad a request that this |
méttér Ee ﬁakan up.

The Agenda Committee cleared it, and this Committee
was duly organized, and went to work.

You received the interim report just a few days
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=ago. this is an interim report that was in response to the

Secretary's demand that we tell him how we are getting along.

I, therefore, want to emphasize that it iz a progress report

Tn tackling this job, the Committee decided that

it had te divide the thing into two phases, and this is the

phage that I am talking about right now. .

 We then go into dividing the thing into what can

be‘done in the short term, and then looking farther down the

road at what can be done to save emergy in the.future.

We, of course, anﬁicipéte that the measﬁtes which
will be implemented in the short run will have to be applied

quite cautiously to be sure that they are not counter-

© productive over the longer haul.

In a minute, I am going to introduce Bob McKay.,

who will present the report on behalf of the Coordinating

"_Subcommittee. Before I do, a couple of more observations

seem to be in order.

The. first is that this Committee is tackling the

job of delving into the saving of anergy in 1itera11y every

area where any energy is used.

For example, we have had to go into industry and
discﬁssrsteel, aluminum, pulp and paper. |

Frankly; gentlemen, we did ncﬁ fsel smaxt abﬁut

a lot of thosa things, sd'we falt it necassary'to reach out
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-and the steel companies were undertaking to see how to gave -
. “steel, we might appreciate being consulted on vhether or -not

ran-intermediate type casing is necessary in our wells.

of pﬁrposelon the part of the people. I join the Secretary
:an& almbst everyone elge who has touched indirectly on the

subject today, that as conscientious as our people are, the
 -thing that is really going to make all of us most conscious

of this necessity as consumers is price. I think we are

~work is being directed to do just exactly that.

59

into those industries and to bring in expertise an&-expe:iencﬁ

p;obably-to an extent that has not been found neeessary before

 After all, if we are dealing with a steel shortage,

. This is a major part of the activity, and it is
gpmewhat £ima#consuming, I must say, and we are geing fo:ward
ﬁith it, of course. | | | o

A second observation that I would like to make is
tﬁe very onelthat was brought out so cegently by His Czarship
here a little earlier in the day; and that is; that enerxgy
conservation is becoming a reality.

It must become more of a reality because of a sense

secing some effect of that right now.
An awareness, beyond price, does need to be

stimulated on the part of the populace, and a great deal of

At this time, I want to ¢all on Bob MeCay, who has
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Subcommittee., Here is Bob MeCay.

(The statement follows.)
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STATEMENT OF R, C. McCAY, CHAIRMANR,

COORDINATING SUBCOMMITTEE

MR, McCAY: Thank you, Mr. Murphy.

The Committee working structure is made u§ af the

Coordinating Subcommittee and aix task groups. Four end-

~ ‘use tagsk groups concern:themselves with the broad areas of
enexgy consumption: electric utilities, transpoxtation,

induatry and residential/commercial.

In appointing members to each of the end-use task
groups, as Charlie mentioned, every affort was made to see
that both'anergy—ccnzuming industries and energy-supplying
industries, along with government, were adequately repre-
sented.

We thereby assured ourselves not only of having

access to the requisite expertise, but also that the findings

and recommendations of esach group would have a balance and
wnﬁl&'hﬁVe some internal consistency which might otherwise.
have‘been,lacking,

A Patterns of Consumption/Energy Demand_?ask
‘Group was desijned and set up to establish the energy and
economic framework, both for the present and th;augh 1985,
withiﬁ which the end-use task groups work.

The sixth group is the Consumer Task chup, whose
function has been to interface with all other task groups

and assess their findings and recommendations as to thedr

7
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acceptability to the public, the Government, and any

-concerned special interest groups.

Establishing the Consumer Task Group Aas part of

this study, with a membership representing interests outside

the petroleum industry, has been unique for the National

Petroleum Council.

This task group is chalred by Howard McKinley of

Continental 0il COmpany, and its membership is cempased of

representatives of the Rice Center for Community Design and
Research, the United Auto Workers, the General Electric
Company, a professor of management from MIT, the New York

State Public Service Commission, the Sierra Club, and a

Consumer Affalrs Specialist.

This group is reviewing the energy conservatien

5 con81derations develaped by the end~use task groups. from

the viewpoints of their special concerns w1th regard to the

economic impact en the ‘consumer, changes in 1ife styla,
economic effect on the nation, environmantal concerns, 1mpact

on the industrial complex, government policy change connid-

‘erations, and consumer response and education.

To date, these concerns have baeen asseased in
broad terms. It is recognized that sclutions to many of the
programs will not be attainable during the short term of

Phase I, but it is felt that initiation of action is impef-

“ative to move simultaneously toward both short- ﬁndxlong~
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term goals.

This task group has met four times, and I have been

~_present during a portion of each of these meetings. The

other task group chairmen also vwere present during the third

© meeting.

I can assure you that this Consumer Task Group

- {s functioning as an onbudsman, a conscience, and a veritable

‘guardian of the consumer's interests.

We-shall endeavor to pass tﬂéir-muster, in large

__part, which should add an extra element-of credibility to

the flnal reports of both Phases I and IX.

The Coordinating Subcommittee coordinatas the
working groups, of course, and consolidates each group’s
work inﬁo a unified whole.

The concept of the definition of energy conserva—J
tion within the framework of this study was given much de—.
liberation by the Coordinating Subcemmittee.

| It was basically decided that we would primarily
deal with “avolutionary” concepts rather than “ravblutionary.
Stated simply, we visualize energy eonservatign as a natural
reaction to economic incentive forces, primarily the rising
cbst-df'BTU‘s, rather than a mandated-or-diétated_actidn
which provides energy conservation without a natéral free~-
anterpfise driving force. k

An exception to this philosophy iﬁ'the ani1ysi3

7
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‘which is being undertaken by the Consumer Task Group ©on

the impact of rationing under both voluntary and mandatory

. curtallment.

This analysis has been specifically requested by

the Government .

An addiﬁianal concept of enerqgy conserﬁation;which
the Committee has been asked by the Government to consider
is the evaluation of the possibilities of switching.from
less abundant to more abundant fuels.

Comminting further on the two phases of the study,

as dascrlbed by Charlie Murphy, Phase I is the short term,

-19?4 to 1978, andé is concerned with what can be done by

- voluntary and,administrativa_action and with little addi-

tionAl_investment beyond that which is all ready scheduled.
It contemplates sone changes in Government policies

and consumer attitudes, but none so profound as to substan-

, tialiy affect our way of life.

| Phase II, covering the periocd 1979 teo 1985, differs
from Phase I in that time is available f@r,thé planning and
‘research that must precede the massive investment and social
and gova:nmental reorientation necéssary if we are‘ﬁo have
eheréy éonservation play a meaningful”bart in achieving our
ﬁationai goal of energy self-sufficiency capability.
This Interim Report concentrates on the short

term, 1974 to 1978, period. Initial efforts have been

./41:”10 /éel)orft'ng Coml)any
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“ additional study may be expanded or revised as the study "

- demand ‘elasticity, input-output, and other econometric

" all ready initial estimates of savings which will be guanti-

55
centered on researching and evaluating studiea by.Government
agencies, universities, trade associations, and industry.

the findings of this report are preliminary;

limitad extent.

The initial findings and proposed areas of

progresses.

The final‘repért on Phase I will be directed te
further assessing and quantifying potentials identified in
this fepbrt. |

The Consumer Tagk Group has identified items
relating to 9ner§y~canservation that will require detailed
investigation fo: a cémpletely effective conservation program.

These areag are primarily concerned with price/-

studies which the HPC considers to be beyond the sc&pe of
its energy comservation study.
Task group participants will address the qualitative
aspects of these, |
| The NPC recommehds that quantitativé research in -
thesé criticallareas be conducted under Government auspices.

In some cases, individual task groups have made

fied in the final report.
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These savings would primarily result from citizen

A actions plus professicnal programs of energy management in

 the business sector, stimulated by an enlightaned vaernment

”?policy.

In some consuming sectors, there are examples of

~ energy savings that exceed ten percent; however, at this

time, there is not sufficient experience oxr data to sub-

stantiate the permanence of such savings in a continuing

 energy management program.

A major rasponsihility of energy management will be
to guarahtee that, once réalizad, energy savings levels are
maintained. |

Good anergy-ﬁ#nagement can have-reLEV#nce_for all

ugsers, from the large manufacturing firm to the home-owner

' and'pfivate motorist.

In all instances, an essential preliminary step.
should-be to identify and guantify the various applications
of energy within the.nsar's control.

| Once these are known, thé patentials for energy
'aavings can he investigated.

| -n key activity in an energy management program
must beraurveillanee and control. In industrial and commer-—
¢ial establishments this will invelve reducing heét losses,
recyélying scrap and combustible waste, iecovering waste

‘heat, et cetera.
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- purveillance and control function must take the form of

cooling.

need to operate vehicles and appliances in an energy effi-

congumption,

conducted are energy-use patterns for communities; community

67

At the level of the individual consumer, the

fegular maintenance of all energy-using devices, with

parficular attention given to automobiles, home heating and

Major savings accrue simply by altering temperaturej
and decreasing illumination. |

In addition, individuals must be convinced of the

cient manner.

In the household, this will entail instilling a
sense of discipline in all family members. Once under way,
a viable energy management program réqﬁires a continuiné o
revieﬁ of goals and'strategiea.

The governmental energy research budget shouldjnot
only be directed to increasing energy supply, but should

also give congideration to research in the area of end-use
Examples of areas where such research could be

development which takes into cansidekatidn‘theupassibility of
mass transit asystems to move people to and-from'wﬁrk; inter-
modal transportation shifts; more efficient heating and
cooling systems; increased fecycling of enerQy-intensiva

materials; and increased,substitution of communication for

/) .
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" travel.

For the most part, short-term savings in these

‘areas will be small; however, if they are to hava-an'effeat
Il - on conservation efforts within the next five ta*fiftean years,
';[ preI1minary study must begin now. The eppartﬁniﬁies for

major long-range impacts are promising.

Some of the proposed energy savingé measures may
feﬁuire ;elaxatiop of envireonmental standatds;“fpr:éxample,
lead requirements for gasoline and desulfurization of fuel
oil, or deferral of their implementation.

Any recommendation thereon must be considered
cautiously due to human health considerations, -caﬁeful
congideration must be given to evaluating the trade-offs of
enexrgy éavings versus environmental and health costs.

In other areas of environmental concern, there
continues te be controversy as to the most effective way to
achieve environmental standards; one example is the.disagrea-
mentrﬁetween t+he Environmental Protection Agency, EPA, and

the electric utility industry as to the effectiveness and

reliability of the stack gas scrubber.

| This is an area deserving additional research and
deveiopﬁent work.

.In the short-term, some oil- and gas-fired boilers
and furnaces could be converted to burn coal; however, some

sulfur restrictions would have to be relaxed.
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Coal production and transportation capacity will

have to be expanded. The coal industry is unable to sig-

VInificantly increase production to supply plants bufning fuel

oil and natural gas on the East Coast without huil&ing new
capacity which would require at least three years. -
However, a coal allocation program could be

implemented that would divert a portion of current pro-

duction to convertible plants.

Measures such as a coal allocation program and

diversion of some transportation equipment to critical arveas

could offer some short-term relief,

An additional contribution that coal could make

‘would be by increasing load factors on coal-fired utility

plaﬁtﬁ, thus reducing the oil and gas regquirements of an
electric power system.

While this possibility has not been fully explored,
it a§pears that existinq transmission facilities are li;iﬁédh

in théir ability to distribute the added electricity to oil-

or gas-consuming areas.

The current shortage of available fossil fuels puts

“a high premium on.maintailning, or advancing, the scheduled -

commercial operating dates of nuclear power plants.
Units planned for operation in what are now oil-
or gas-dependent regions of the country should be expedited

to meet projected in-service deadlines.

r
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The NPC's Emergency Preparedness Report has ail

ready identified and proposed a number of short—rermrtranspor-

_ tation energy-saving measures; for example, lowering of high-

"way speed limits, the development of computerizedrcarwpool

systems, et cetera.

The automobile industry appears well on the thresh-
old of.developing and/or shifting to more effiecient models.
consideration.should be given to shifting pagsengers and
fréight to less energy-intensive modes. I

AE this juneture, the major shortcoming is an
rortlculate, dynamio and forcaful research and developmeor.r
program for a total systems program that reaches across all
rransportatzon ‘modes.

This program should include the davelopment of
an_integratedtransport éyétem capable of conserving énorgy
#ﬁd which is coﬁsistent with proserving life styles andfor
accommodating'a Smooth pattern of social evolution.

The oonsumér will cooperate in solving the natioo's
energy problem.ifrsufficiently oducatéd and advised. There
is o definite need for timoly ioformation which is complete,
comprehenalve and credible. |

This must be a coordinated effort . including
consumer concern groups, ducational 1nst1tutlons, communi-
cation medla, Government and industry.“ |

The consumer will be responsible to couservation
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- gonservation burdens.

~{inf6rmed of Government and industry canservatieg_efﬁorts,;nd

_of living, working and transportation. Many of thé'savings
. consumer and will.probably not occur unless the consumer is
congsideration for retrofitting 1nsulatien. a negatiVe incenti\
would be a surcharga on excess energy usage.

. local or Federal Government direction: such as, changes in

71

It is, therefore, important that the consumer be

how he may be of asaistance..

HThé'consumef is affected most directly in his mode
in these areas will require investment on the part of the

given some direet aid.

An example of a positive 1ncent1ve would be a tax

Most of these incentives qan only occur at state,

huilding codes, zonings, tax incentives, excise taxes, et
cetera. *f

| A nuﬁher of specific areas for potantialrenergy .
cénsérﬁation will be developed by the individual task groﬁps
in depth in the final report of Phase I.

Downstream and lateral effects will be evaluated
ﬁo tﬁeréxtent possible. Among these specific areés_are
inciudeé :

Bvaluation of mass transit as & eoncept.-

Impact of energy conservation on urban and

Y
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Recycle of scrap steel and aluminum.
‘Highway; car-pooling, emission controls.
Residential; insulation.

commercial; utilization of utility customer service |

organizations to advise consumers on energy conservation

nmeans.
_ Electric utility; the effects of air and water
guality measurements.
Charlie Murphy has mentioned that we have a total
of 106 pé0ple working on this study, and we plan to be sure

that the enercy conservation measures which will be included

in the final report will be reviewed with associations rep-

regenting these industries so thét we do have a copcurrence
of the user ihdustries on the consngation measures that we
display.

o Now I would like to mention just a few words on
the Pﬁasé 1I, covering 1979 to 1985. This Phase II report
is séheduled for completion later this year, and the various
task groups have been developing their plans of approach.

We must recognize at the cutset ﬁhat_the longer the
foreéasi period, the less sure we become as to any conclusionT
and recommendations that we may draw.

 pake the matter of the technological base that is

assumed. The sasiest course would be to assume that we would

C. |
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- merely draw on present technology, and that by 1985, we would
' have reached the limits of what could be done, given that

|| base.

PThis would patently understate what our energy

'-eonsérvaﬁibn accomplishments could be. As we all know,

' growth in technology is a funetion of need, either as ex-

prassed in the markat place through rlsing pr;ces, or under

governmental pressure, as in time of war or other grave

national necessity.

Rising energy costs will certainly spur private

|| and industrial research and technical development. Govern-
mental'concern, if it takes the form of incentives rather
than outright directian, will also do much to hasten the

~rate of discovery and rate of applicatiun of new discovaries.

On the other hand, we must avoid assuming
acientific and technical advances that most prebably and
rightly balong in the Twenty~first Century.

We just cannot assume that we will be able to use
hydrbgen from thé sea as a powey source by 1985,

" Another imponderable is the impast that enargy

conaarvation will have on public attitudes and our life style

. generally, anﬂ our task groups will have to weigh these

consideratione carefully.
But somahaw, I'myagl£ feel that these will not be

the problems that they may 5agin‘the short run, where
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relatively abrupt changes may have to be considered.

Americans have certainly shown themselves to be an

adaptable people, and I am sure that a new and more pleasing

jlife style will slowly evolve.

Charlie, this completes the summary of the

. Interim Report.

MR, MURPHY: BRob, thank you wvery much.

Gentleman, while the main Committee is hy no means
shirking its policy responsibility here, I think it is plain
to you that the work simply could not be done withqut thase
varlous task groups. | |

I want to compliment Bob McCay and hia task farcef
the?‘have really turned to.

Mr. Chﬁirman, that iS'the_bést.we é#n.do.attha
moment.

Here is the Interim-Réport in resﬁoﬁse to,the‘..f*
Seéretary 's raquest. I respectfully move, sir, its adoption
by the Council, and that the Fxpcutive Dlrector be instructed
to hand.the report to the Secretary,

CHAIRMAN TRUE: Geﬁtlemen, you have heard the
ﬂotion. Is there a second? | “ |

| MR. OLHSTEAB: I second themoﬁioﬁ,

CHAIRMAN TRHE Normally, the Council does not

approval all interim reparts, but, certainly, this one is an

exception to that procedure.

7
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o T think in the interest of having been specifically

g raquested, and algo of its importance, we should take official
3  __a¢tion to approve it.

4 i”_.:_ Is there any discussion?

5  _ {No response.)

6. CHAIRMAN TRUE: AIl in favar?

7 (Chorus of ayes.)

8 7 | _ CHATRMAN TRUE: Any opposed?

9 |  -   (No response.)

e CHAIRMAN TRUE: So ordered.

11 | _‘(The report follows.)

12
13

14

16
17
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CHAIRMAN TRUE: Thank you very much, Charlie,

and thank you, Bob.

Having watched how closely Charlie has:wbrked with

the Chairman of the Committee, Butch Granville, and also

~ having watched how hard the Coordinating Subcommittee has

- worked, I feel that these two gentlemen are exceptionally

quaiifiad to present this most important point.

Next, as you know, the NPC Committee on Emergency
Preparedness certainly has been brought to task by the
events of the last few months, particularly the embargo.

" It is a very good example of how a seemingly
routine report can explode into tremendous proportions.

‘ - I am embarrassed when I recall when T cgiled
Carrol. Bennett and asked him to chair this Committee, I
reférred to it as an “ﬂpdaﬁe report,® and one that should
be very simple, based on his background with NPAD and NPGA,
and his-current involvement as Regional Administrator of
that‘ﬁrganiz&tion. |

Certainly, X didrnot'prepare him for the tremendcus
amount of work that th137COmmittee has been called on to per-
fbrm.

| Carrol, wiil vou update the repoxrt?
STATEMENT OF CARROL M. BENNETT, CHAIRMAN,
COMMITTEE ON EMERGENCY PREPAREDNESS

MR. BENNETT: Thank you, Dave.

_/4(:me //eel)orfing ,)om/)any
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In the interest of time, I know we are running a
little behind schedule, I am going to leave my ptepared

stétemeht, I think, and just jog your memory a little as to

- what our original assignment wes; and, as Dave said, that -

has changed considerably.
Ih fact, I told him the other day that I thought
our Committee would set a record. We would be the first

permhnent committee of the Council because it seems that we

get more assignments as time goes on.

If you will recall, our original assignment was
to take a period, beginning in 1974 and in 1978, and antici-

pate'a shortfall of a million and a half or three million

barrels per day.

This, of coursce, became a reality in Dctober of

. last year rather than a game. We requested then by the

5e¢rétary to assemble all of our dope on the 1974 case and
provide.him with that as soon as possible.
N This, we did in a.release on November 15th, which
I;am‘sure you all have copies of.
It was then'felt, as timé went on, since we had

had no actual experience with the embargo situatibn and had

‘to postulate our findings, we decided in February that per-

haps to give the S8ecretary a better answer to his request, we
should update our November 15th report.

The result of that is the one that was issued to
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you today here, and I think you also have one at home. I

believe it was mailed out.

‘We have had a new request by the Secretary for a

- study on materials, supplies, manpower, and the effects that

~ they would have on exploration, drilling and production.

This Committee was formed recently, and Xen Hill

aaé#epted the Chairmanship of this Subcommittee, which is a
:subcommittee under our Coordinating Subcommittee of our

main Committee.

Ken, if you will come up and give us a report
on your progress.

(The statement follows.)
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STATEMENT OF KENNETH H. HILL, CHAIRMAN,
SﬂBCDMHITTEE ON MATERIALS AND MANPOWER REQEIREMEHTS
_FOR PETROLEUM EXPI-ORATION, DRILLING AND PRODUC‘I‘IOH
-MR._HIBL= Thank'you very much, Carral.
Secretary Wakefield's request for a study of
the availabilitj §£ materials, maﬁpuwer and equipment neces~

sary for the exploration, drilling and production of oil

- during the next two years, also asked the Council to indicate

~ the probable limitations on drilling activity due to any

shortage, and the duration and causes of such shortages, .

_;tegether with any possible measures to alleviate them.

We do not have to go into all of the details but

you all know -~ it has been alluded to today -~ that we are
_,sho?t of drilling rigs, onshore and offshore; casing, tubing,
drill pipe, and tool joints are all hard to come by; the

lead time on pumping units, sucker rods, downhole equipment,

én& manf other things, has dramatically increased,
| We are finding out that one of the major road-

blocks'is skilled manpower, which is almost impossible to
recruit. |

Hardly anything we use is easy to obtain, and lack
df ményiof these short supply itemsrgan resﬁlt in constraints
to driliing and production maintenance.

Reduced abandonment programs have dried up the used

casing and tubing supply while programs to increase

_/41..”1(.’ /ef”)()! tlﬂg ({)HIIJGHJ
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production from old wells compete with new well complations

ifor the same subsurface equipment and services.

To address Secretary Wakefield's request, the

_Subcommlttee on Materials and Manpower Requirements for

Petroleum Exploration, Drill1ng and Productlon, d951gnated
gix task groups:

One on Outlook; one on Exploration and Drilling;

Production Equipment; Tubular Steel; Well Serviecing; and

Gas Processing Plants.

In addition to Council member representation,

. several very knowledgeable persons were recruited for the
“task groups from manufacturers and suppliers of oll field -

equipment, from drilling and construction contractors, and

from service companies. -

This will éssurq\us tha£ the bestuinfofmatioh
available on the present ﬁaterials and ﬁAnpSwét situation
gOéS'in£0 the study. |

buring the first meeting of the’task.greup
chaiimen, who are-aISO‘memberéI0£ the'supéommittee, it was
'agreed.that since a number of significan£ Equipmept itéms

have a present lead time of one to iwo years or more, a.

materials supply availabiiity‘study would h;#éEmare mean ing

if extended to three years.

The Departmant of the Interior cmncurs with this

‘opinion, and the atudy will include 1974, 1975 and-lsvs,

Jdcme /QLIJO! ffnr‘ Coml‘)a ny
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study include, among others:

. equipment and'ménpower during these three years.

-a qonstraint-for_expanéion df'drilling and produgtion oper-. ..

capacity of the oil field equipment manufacturers, cont;actorj'

policles may . be.-addresgsed and discussed.

ials requirements will be cons;stent'W1th the-ﬂPC report,

81
The Outlook Task Group will also look ahead td”w.
1980, censidering the ?ossible-effect on the numbe:_of walls
dfilled and p:odqcing if various 1974 cogstraiﬁtsh:e removed.

The tentative guidelines to be followed in this

It is assumed that there will be adequate"economic
incentives for industry to expand drilling and production

activities within the limitations of available material,
It is assumed,tﬁﬁrther,xthat’financing will not be
ations of the oil prOducers, for for orderiy expansion of

aﬁd service companies.

Mo estipates'ﬁilllbe made of the possible guanti-
tative'effect ofrany changes in prices aﬁd tax laws on ﬁhe
leﬁei of activities.

However, the qualitative effect of certain Governmerjt

Projectlons of o0il and gas productlons are not
g01ng to be within the scope of the study. Vblume estimates

necesgsary for projection of productlon and gas plant mater~ .

"United States Energy Outlook,” Decemher, 1972,“m

Bach of these six task qroups have met, and have

. ) 7
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1 started to work on their assignments. Our target dates are

| 2 | to have a first draft report in June, and the final report

3 : :in_Auqust.

4 | . 7This is & formidable task, but With_theiquality
5 of talent we have, made available by the Council ﬁnﬁ the
6 [ outside supporting industries, I balievg it can be done.
T Thank you very mnuch. |

8 ~ (Applause.)

9 MR. BENNETT: Thank you, Ken.

10 You ﬁill notice that he was introduced this

11 || morning as a new member. It did not take us long to put

12 him to work.

13 :' (General laughtaraj |

14 | o MR. BENNETT: As to thé rémainder of ou;_assignment,'
15 whiéh‘was the 1978 case, we have géné back to worRVOn that

16 now, and hope by the next Coﬁncil meeting that we will have

17 itlavailable for your approval.

18 _ Since the report before you today is.an inter1m

19 repoft.bf the interiﬁ report,ibr aﬁ update of the interim

20 report, I do not believe it needs to be accepted by the

51 couhcii_necessarily.

22 o That concludes my report. |

93 '-.CHAIRMAﬁ-TRUEz Thank you very:much;"Catrbi,-and'-
24 thanks toryQu, Ken. -

95 | | | ¢ertainly, this Committeerand iﬁs Subcomﬁiﬁtees
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have done yeoman's service for the Council and for the

industry.

Let us now turn to a status report of the NPC

Committee on Petroleum Storage Capacity, which will be

presentad_by Barl W. Unruh,

Barl? |

STATEMERT OF EARL W. UNRUH, CHAIRMAN, TECHNICAL

SUBCOMMITTEE ON PETROLEUM STORAGE CAPACITY

QR. UNRUH: Mr. Chairman, distinguishedrgentleman,
and members of the National Petroleum Council. |

As you are aware, periodicallyy at the request of
the Department of the Interior, the National Petroleum

Council has conducted a survey of the availability of pet-

roleum inventories and storage-éapacity.

These reports, in the past, have provi&éd assistanc

~in evaluating our emergency preparedness to withstand inter-

rﬁptions in our normal ocil aupplies, whether by domastic
diglocation or by foreign intervention.

Last July, the Department-of the Interior requested

the National Petroleum.CouneiIfto update its eéarlier studieé

on the nation's inventories of petroleum and storage
capacities.

The Department recognizes the need for accurate

information and a clear understanding of the fact that there 

is a subétantial level of invéptofy”which is completely

./4cme /erorling Cam,)fmy
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unavailable.

There is alsc an increment above the absolutely

ﬁnamailable which is a necessity for continuity ﬁf'oPeration.
.:This is generally defined as the level below whichﬂproblemgy

:Vsuch as run~outs and shutdowns, begin to ocecur.

Only those supplies in inventory above this p01nt
can be ¢onsidered available for consumption.

To prepare the update, as requested, and to study

the situhtionliﬁ light of current problems, the Council
~ established a Committee under the Chairmanship oflmx.
- Charles E. Spahr, Chairman of the Standard 0il cémpany of

_Ohio.

Charlie asked me to chair a technical subcommittee

" to survey and analyze the current situation. We are also
- atéémpting to define_tharlevels of inventory of various

:producfs'at which we can expect to have troubles in the

future.

N To those not familiar with  the petroleum industry
ahafité vast and sprawling operations, inVentorieslgenerally
mean only one thing; readily available supply. |

We are attempting +o show in our report, which is

in the final drafting stage, that, first of all, to compre—'

hend available supply, one must have an understanding of the

nation's vast distribution system, its modes and its

limitations.

SR _
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Secondly, it is necessary to understand the

distinction between total inventories and available inven-

Absolute, unavailable inventory is tied up in
pipeline line~fill, refinery operatians and facilities,
and in tank bottoms. 7

Pulling everything down to this absoluﬁe, vnavail~

‘able inventory level would represent a Yghutdown® or inop-

erable situation.

To operate on a normal basis, an additional,

subgtantial increment of inventory is necessary for con-
| . tinuity of operations, and must also be considered unavail-

;able'fcr consumption.

Again, the reailily available inventory may be

onlyraismall percentage of £otal inventories reportgd and

that we see published.

This report will provide national éndrregional
infofﬁation on the nation's inﬁentorias and storage cap-
acities as they are distributed throughout the country,

Approximately 1,400 guestionnaires were sent to
all facets of the induatry_wheré prima:y inventories of crude
oil and refined products exist.

Secondary or consumer storage, such as that of
chamical companies, utility companies, railroads, t:ucking

companieé, or the military, was considered beyond the scope

7
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of our study.
It is our purpose to make this report as meaningful

and helpful as possible to the Department of the Interior and

- .agencies involved in petroleun energy supply and distribution

The work of the technical subcommittee should be
completed in approximately one month, o
After the parent committee has received and

apﬁroved.the report, it will he mailed to members of the

VFCounell for their approval.

Mr. Chairman, that concludes the status repnrt of.

the - Committee on Petroleum Storage Capacity.

CHAIRHAN_TRUE. Thank you very mueh, Earl.

We certainly look forward to raceiving your final

' repott.

-Next, Wilton Scatt, Chairman of the main . committea,

__and Cecil Olmstead Chairman of the Cooxrdinating - Suhcommlttee

"will report on our new atuﬂy»request undertaken by-the NPC

Committee on Ocean Petroieum'kasourées; |
. STATEMENT OF WILTON E. SCOTT, CHATRMAN .f,tomm-rzz:
ON QCEAN PETROLEUM RESOURCES
MR, SCOTT: Thank yéu; Dtve.
As the Secretary mentioned this morning, in January
of this jear, the Department of the Interior r9quésted the
Council to undertake additional gtudies cancerning geéan

petraleum rescurces in order to aseist Interior'andtthe'other

) 7
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_.for the Third Law of the Sea Conference under the auspices of
_ the United Nations which will be held this summer in Caracas,

' Venezuela.

has been uhdertaken by the Council regarding oil and gés '

w'marlne pollution, accommodation of multiple ecean usea, and |

'inVDlved in the exploration and ﬁevelopment of petxoleum re-

" jgcal,; ecnomic, legal and multiple—use'aspects.

87

concerned agencies of the Government in the furtheripraparatio

This study will be the fourth in a series which

potential and development on the Continental Margin.

: Prevxous issues addresaed have included inter—-
natioﬁal community interest in freedom of navieation, in-
cludlng that in the international straits, security of

invastment in mineral resource development in offshore areas,

compulsory sattlement of disputes within the context of the
international negotiations Wthh have been taking place ln
the United Nations slnce 1963.

The Council's original study, completed in March,

1969}'provided a comprehensive analysis of tﬁe cdmpiex problmns

SOUrces. under the ocean floor, with careful consideration of'

the U, S, energy policy objectives ana qeological technelog

It is worth reminding you, perhaps, 1n v1ew of
the current energy supply problemns, what the Council sald
in its March, 1969_report in this regard. I w111-quote four
 statements ihéluded in that'reporgf'

5 .
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adequate and secuve supplies of energy."”
needed in increasing quantity far into the future;“

ia essential to the security of the United states and tha
defense of tha free world.”

trend.

take all appropriata measures taward assuring the avallability

' the Council update that 1969.répert;-expandihg'it-to'in—

and development around the glabe.

‘will involve well over 100 nations, and will probably be the.

88

*Phe United States is dependent upon continuing
- "Petroleum, the leading source of energy;'Will be

b\ healthy and expanding domestic petroleum industry

“mhe ratio of U. 8. reserves to production-and

the rate of’new.diseoveries on land are in a declining
"It is imperatLVQ that the United States Government

of additional domestic reserves."

Unfbrtuhately}:thQSe words are only now beginning
to beaheard‘

That cnmpréhéﬁsiva reperﬁ ﬁf-March, 1969, was

basad_larqley on 1968 data, The new_study request asks that
¢lude the potential for offshoré oii'and gﬁ§ d;acbvery

It forther solicits cansideration of cartain
other questxons relating to vaasel tranaport ofrpetroleum.
marine pollution and settlement of disputes;u

The United Nationa Third Law of the Sea Conference

7
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largest conference ever held by the United Nations.
conference ever conducted on ocean issues.

' broad nature of this new study is recognized by Sacretary

*ﬂ~aach.bf which are members of the Coordinating Subcommittee:

atihg Subcommittee, to outline'fq; you the manner:in which we

89
It is perhaps the most significant and complex
The significance of the subject matter; and the

Morton, who will serve as the Co~chalrman of the Main
Committee.’
Reporting to the Main Committee is a Coordinating

Subcémmittee supported by four task groups, the chairmen of

The-fbuf-tasklgroups are organized, as follows:
One, the Offshore Exploration and Production.
Two, Ocean Tankéfs_and qugwﬁter Pért‘Fécilities.
three, Finance and Ecdnomices; and o
‘FPour, lLegal.
The Coordinating‘Subcommittee held ité first
méeting last week on March 21. I have asked Cecil Olmstead,

Vice President of Texaco, Inc., and Chairman of the Coordin-

intend to tackle this néw assignment.

The Government Co-chairman who is working with
éecil is Jared Carter, Deputy ﬁnder:Seéretary Qf'thg Inte}ior
Department. | ﬁ o :

Before calling'oh cecil, ﬁewéﬁér;ri'ﬁdﬁld remind

you that we are going to have to have'&ssigneﬁnﬁd ﬁh&sé'

58B8-52H8
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various working groups a number of technical experts, and
I urge you all to work with us in that respect because
with that, I am assured that the Council will be_ahie to
mount and make a thorough study'nf this additional report.

Cecil, will you take over?

After that, Mr. Chairman, that will conclude ouxr

report.,

Cegil?

STATEMENT OF CECIL J. OLMSTEAD, CHAIRMAN,

COORDINATING SUBCOMMITTEE, OCEAN PETRDLEUM

RESOURCES COMMITTEE |

MR. OLMSTEAD: Thank you, Scottie.

Mr. Chairman, membaers of the Council, ladies and
gentlemen, |

If you would indulge me just a moment before I

get into this, I noticed when the Government representatives

here departed, the high intensity television lights went

down, the roar of the video machines turned off. T thought

for a moment this was an energy conservation measure.

T thought a little more about, though, and I was

feminded_of a story that: the latd Julge .Johrn Parker told

once. Some of you knew him. He was the Chief Judgg'df the
Federal Court of Appeals down in the Southeast. A great-mén.
Judge Parker said that when he was early on the

bench, he was observing ancther ijudge in a trial case, .and

5
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a young lawyer came in.

evidence of every kind under the sun, and a string of wit-

nesses from here to theré;

sald, "Young man, don't bore me with the facts, just tell me

‘tions thereto, that we would have said all there was to say

91

He was loaded down with books, and documents, and

When he started to present his case, the Judge

what the law is.”

| Just as we were-getting down to raviewingfthefwork
-6f thé NPC, which gets into the vital energy issues of thé
day, I noticed that some people do not want to be bored with
the facts, or perhaps we do not have the glamour of those
who deﬁarted. | 7

Mﬁ. Chairman, one would have thought that since

1968, when the National Petroleum Council began the firat

of its several studies on Law of the Sea and petroleum re1a~

oﬁ tﬁa£ subjact.

H Tn other words, if it could not be said in threer
fepdfté, why should we think another report will add anything|
51gnificant( Let me see if I might suggest-ﬁhy. 77 |

F;rst, the NPC has been attempting to zero-lnron
faréeté that have proven to he rapher rapzdly moving_anes,
During the time frame frem 1968, when our work in this:area
commenced, there have been dramatic changes in fundamental

enerqy relationships along thh 1mproved technologlcal means
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of finding and producing petroleum from the gseabed.

" the United Nations Seabed Committee, in preparation for the

U. S. national position.
tranaport of petrolaum and exploration and production of .

? ready: complex subject matter.

© this morning reassure us that our position will_includoithe~-

' gritical importance to our Government as it prepareg for

92
Second, the negotiating positions among nations in

forthcoming Caracas Law of the Sea Conference,-havé provided

parameters or guidelines for a more precise defintion of
Thlrd, environmental concerns affecting both ocean
offshore petroleum have introduced new dimensions to all

Thus, it is important that our Government deleg&tion
at Caracas be currently‘and=we11—1nformed regarding tho po-—
tential for oil and gas in various areas of tﬁe U. 8. Contin—
ental Hargin s0 that it may determine, as well as is practi-
,oable, the effect oﬁlthe tnited States of variouo limits on
coastal.s#atE)nineral resource jurisdiction over the seabed.

That was why I waE 80 anxious to hear the Secretary

entire Continental Margin which would greatly simplify this

particular problem.

Also, the time frame for development of technology

for seabed petroleum development in deeper waters is of

Caracas.

Hopefully, our Committee will be able to update

7
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the state of this technology.

Critical questions regarding the enforcement of

pollution control standards with respect to petroleum tankers
remain to be answered, as weil as the determination of modal-

llties and institutions for determining international pollutior

GOntrol standards both for vessels and seabed petroleum

. development.

Thug far, the National Petroleum Council has not

addressed itself to definitive arrangements for mineral re-

source exgloratian and development in the seabed of the deep

ocean area beyond coastal state jurisdiction.

For several reasons, we beliave now that the NPC

‘should review this matter of regime for deep ocean mineral

resource development; the existence of oil and gas in the

- deep ocean area heyond the Contlnental Margin certainly -

cannot be excluded; and, shoﬁld the cpnventien‘place limits
on coastal state mineral resource jurisdiction which do not
enbrace the full Continental Margin, the butér portion of .
that margin might be subject to iﬁtarﬁational afrangamﬂnté
or an international regime.

The economics of offshore petroleum produgtibn'
will be updated, ahd we intend to make comparativé cost
,studies:oﬁ oil and gas produced from deep water afeas_with
that produced from élternativecsour¢es, such as shale, taf

sands and gasification of coal.
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One aspect of this study imposes severe time

. limitations. Our Government delegation to the Caracas Con-
ference would like to receive any information which can be

" made available while it is still preparing for thé_Canerence

Thus, we intend to select certain top priority

-Imatters for interim analysis and study so that tentative

preliminary comments and views can be furnished. Of course,

this would have to be by the middle of May to be of any use
in that process.
Now how are we organized to do the job?

' As Mr. Scott stated, we are fortunate that

Secfetary Morton is serving as Co-chairman of the Main

Committee. I think this emphasizes the importance the
Government places upon this effort.

The Government Co-chairman of the Coordinating

 Subcommittee is Mr. Jared G. Carter, Deputy Under Secretary

of the Department of the Interior.
Four task groups are being organized to carry out
each'af the areas of the study:

The first, 0ffshore Patroleum Exploration and

_ Production has as its Chairman Mr. John Sherborne of Union

0il Company of Califormia, with Dr. Vincent E. Hckélvey,
Director of the U. S. Geological Survey'as COHéhairman.
‘The second tagk group is Ocean Tankers énd Deep~

water Port Facilities. The Chairman of'that‘is Captain.
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M. Benkert, Chief of the Office of Marine Environment and

'Systems, U. 5. Coast Guard Headquarters, Department of

"with Mr. Darius Gaskins, Assistant Director, Policy Analysis/;

 Co~chairman.

'ﬁorthcutt Ely, the District of Columbia Bar, with Mr. Leigh

17
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Billy Smith of Gulf 0il Corporation, with Admiral William

Transportation, as Co-chairman.

The task group on Finance and Economics has as

jts Chairman Mr. Richard E. Faggioli of the Exxon Corporation)

Economics, Office of the Asaistant Secretary, Program

Development and Budget, Department of the Intetior. as
' The Legal Task Group has as its Chairman Mr.

S. Ratiner, Deputy Assistant Administrator-for Internatidna1
Political and Economic Affairs, Federal Energy Office, as
Co~-chairman.

Certainly, the Government and thé industry have
méde:aﬁailable outstandiﬁg personnel to conduct this study.
And ﬁe are grateful for them.

| About a year ago, or.a iittle‘iess than a year“aéo,
the Council approved the 1973 repcrﬁ} enfitled'“Law of the
Sea." You may recall that on the cover f; had a large
tanker.r

Just so I can relate to you how that volume has
been used, it was amnng the most referred to documents at

the Geneva Committee meeting of the United Wations on the Law
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of the Sea last summer, not only with our delegation, but it

was not unusual to see delegates from other governments

actually reading and studying that book.

I want the Council to understand, Mr. Chﬁirman,
ﬁhat this work is having-an impact.

I woulﬁ also like to say, because I think too
often perhaps we‘take thé work of the staff of the Council
for-granted.

I would like to commend and thank Vinee Brown
and,Max_HﬁKnight for the great support they have giveh now
for five or six years to this werk.
| | They have both taken a personal iaterest in it,
and Max, partlcularly, has become one of the wnrld's leading
expert§ on it. I just‘wantfto:make sure thaﬁ that is under-
stood. . |

In closing,'Mf}.Chairman, I Qant ﬁo Saf that our

ability'as a nation and in induétry to meet future energy

_requirements and to restore energy capacity hare at home

depends in substantial degrea upon a rational regime for
oaean uses and seabed mineral development, including
petroleum. | -

Thank you, Mr, Chairman.-

CHAIRMAN TRUE: Thank you, Cecil, and thank you,

Scottie,

It is indeed rewarding when we see the reports of

. 2
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1  " the Council used as extensively as the one Cecil méntioned
*;i§, ? 2 | has been used.
3 | - As you gentlemen know, the Council has several
4 otherrstudies in addition to the four we have hadlreports
. 3 - by chairmen on this morning.
y 6 ” Vince Brown, the Executive Director of the COﬁncii;
7 - will now-bresent i feport on the progress of other committees;
8  ‘ . STATEMENT OF VINCENT M. BROWN, EXECUTIVE DIRECTOR,
9 : NATIONAL PETROLEUM COUNCIL
10. | MR. BROWN: Since our last meeting, the Council
11 : has also bean inveived in completing its work in otheér
\ | 12 || studies we started some time ago.
} ia S _The work auﬁputs from the 1,000-man, four-year

14-|] "U. B. Energy Outlook Study' is just about now totally complete)

5oL o Individual Fuel Task Group reports whieh-supply

ie the detailed, back-up iﬁformation to that over-all study

17 have been or are being published.

18 | _ - Reports on gas demand, nuclear energy availability,

19 |b caalrévailability, oil and gas availability and gas'transpor-

. op || tation were issued since éu; last meeting.

o1 - - Today, we are releasing the‘New.Enerqy.Férms-Task

: 52 Gfoup réport. I do not know whether they passed them out or
93 not. There are some up there in the hacg:offfhé room, dther- _
94 wise.
95 | This report discusses the potential contribution of
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unconventional energy forme, as well as the processes which

can increase the efficiency of possible fuel electric power

. denerating plants in the period 1971 to 1985.

The task group's examination of these fuels and

technologies indicate that the nation will continue to be

.highly dependent upon hydrocarhons and nuclear enéigy through

the Year 20006, and concludes that there is little.possibility
that new energy forms not all ready in an.advanqed,state of
devélopment will have a mignificant impact on energy supply
in this century. |

If history is an indicator of the future, it is

gquite reasonable to expect that another energy resource will

begin to emerge before the Year 2000.

This could be nuclear fusion, solar éngrgy, or
possibiy, although unlikely, some other resource ﬁot yet
discovered. | |

No matter which resource it happens to bé, a great
deal of diligent research and many years of developﬁent will
bhe réQﬁired before the United Statéé can enjoy this potential
resource. | o

Two f£inal tas groups remain to be puhliShéa#

Water Availability, and Energy Demand. Their publication

will conclude the NPC study on "U. S. Energy Outlook."

Computer programs were developed to facilitate the

processing of data in two of the task groups’ efforfa in the
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o0il and gas and nuclear. In connection with those, the

 Counai1 wanted to make these unigue computer prdgréms avail-
| fféhie to the public in the most beneficial mannérlﬁﬁf their-

'.éontinuing uséfulness.

Thus, the NPC recommaended, and the Interip:

Department concurred, that the computer pregrams'be offered

to universities with the provise that the contracting uni-

versities could make the programs accessible to the public

at a reasonable cost.

A computer seminar was held in New Orleans in

_ Hovember to present the proqram to the universities.
.UniverSLties such as MIT, COlorado School of Mines, aﬁd the

HFUniversities of Southern California, Texas and Wyoming
have all ready contracted for one or both of the computef

The summary report of the Committee on Factors

Affecting U. S. Petroleum Refining was transmitted to the

‘Seecretary of the Interior at the last meeting, the May 10th

meeting, 1973.

In thersummﬁ;y'volﬁme, the qommittée discussed
the economic, governmental, téchnological and environ¢ental
factbrs:which affect the domestic refining industry's

ability to respond to demands for esgential petroleum

products.

Last September, that Committee published an_update
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;“df'the refining chapters of the 1967 report Qn'the_impact

_,rof new technology on the U. 8. petroleum inﬂustry.

The final report of the Committee, whlch w111

'-fléﬁpply the back-up data and analysia for the summazy report,

will be ready for publication late this spring.
Thank you.
CHAIRMAN TRUE: Thank you, Vince.

Duke R. Ligon is with us today. He has a dual

. gapacity in connection with the Government and our industry.

As you know, he 18 the Director of the U. S. Office of 0il

‘and Gas;rand he is also the Assistant Aﬁministratoﬁ'of the

ngeral Energy Office for Policy, Planning andJRééulation.

When he moved away from the head tabié as.the
iights-went down, I wondered if he is Jjust so used'to _

tﬂ#ﬁiﬁyinq before committees with television faciiities that

_he did not feel at home without them, but I am delighted

-_'kéiaée him back.

Duke, we would appreciate any comments you might

_#are to maka to the Council.

' STATEMENT OF DUKE R. LIGON, DIRECTOR, -
U, E. OFFICE OF OIL AND GAS
MR. LIGON: Thank you, Dave.
I think you had enough speeches an& reports this
‘morning to 1ast you for a whlla. and I am not going to burden

you with anymore.

4
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T did want to say that on behalf of BilliSimon,

7 1n the Federal Enerqgy Office, as well as Secretary Morton,

':in,the Department of Interior, I want to thank sincarely

-‘the NPC and the various committees that have hgen_involved
in mpch'GOnatructive work for both of those-agénciég and

‘departments here the last year;

Particularly, a special thanks to CarrelaBannett
and his qommittee. They, indeed, were brought £o tASk underx
a great'deal of'pressuré. | |

The kind of help and suppor£ that these committees
and ybu; as members of the National Petroleum Council, have
éiven ué throughout the year has been appreciated_?gry much.

I hope that in the future, you will continue to.

_ support us in the advisary rale that you were intended te '

serve because that help is invaluable, and 1 am not kidding
in any way about that.

Thank you very much.

(Applause.)

CHAIRMAN TRUE: Thank you, Duke.

lLet me express the Council's apprec1ation for all

' of the help, cooperatlon and assistance that you have glven

a3 an individual in our work..
Part of the responsib;litias of any organlzatlon
are budgetary. As the activities of the Cauncil have escalat

over the past few years, so have the budget requirements.
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The very active Chairman of our Budget_ﬁommittee
has worked hard on cur pressing budget problems this past
}yéar, and he will now present a report of that coﬁmittee,

| Jack Abernathy?

STATEMENT OF JACK H. ABERNATHY

CHAIRMAN, BUDGET COMMiTTEE

MR. ABERNATHY: Thank yéu, Mr. Chairman.

You know, this is an interesting committee report

I am going to give you. It will be very brief.

The first comment I would like to make is that I
am reparting to you from the only committee which does not
have Government participation.

{Genaral laughter.)

MR. ABERNATHY: You have heard some exceilent

repdrts‘taday, as we have always had. You get from Secretary

-'ﬂorton's and Mr. Simon's reporit, and even Duke's brief

rémafks.—— and, by the way, Duke, I.sure appreciaté your
: stayiﬁg as the last Government fact to hang on around here.

I sure appreciate that. |

You can hear from what they told us today that
regardless of the form in which requests finallf q@me to
aﬁd aré approved by the Agenda Committae? ﬁh&t?WE.really
havé nbt seen anything yet, I gugss,‘in termﬁ pf the require-
ments of the Council; of course, that is‘a,paré of our role.

All of this costs money, and that is why I am here,
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I should, I guess, give you a little history. Those of you
who were here last July at the formal reorganlzatlon of the

Council will remember that a budget in the amount of $845,000

_was adopted at that time.

That was an approximate $200,000 reduction from the

preceding year in which about $1,050,000, if my memory is

correct, was expended; the reason being that the very large,
as quoted here earlier, 1;060—man report on the energy out-
look was ertgaliy-coﬁplete, and it was thought maybe that
we miéht drop back'ﬁo a less frantic, if not less frenetic,
pace.,

Of course, the 0ct§ber War, and the Arab embargo

changed all of that, and with thé predictable rasult that

: approximately the 10th of January Mr. Brown and Mr. True

advised the Budget Committee that based on the best guess
that they could make in- the midst of the frantic pace and
the emergency pace truly on which the COuncil was operatlng,

in a few, apare moments they had to think about the money.,

they suddenly looked up and it was nearly all gone.

As nearly as they could estlmate, the requirements
for the current fiscal year, that is, the year. ending June
30, 1974, would be about 1, 365 900, approximately $600 000
in excess as compared to the budget which had been adopted
when you count a few carry-oVsr things.that we had not quite

figureé out either.

5 .
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The Budget Committee looked into this as well as

we could. Incidentally, you can see that we were pretty

nearly out of available funds at that time.

The Budget CQmmittea made a rather hurried

axamination of the situation. You all may remember that

ybu getja'letter over my signature, which was dated January

the 18th, one week later after we found out about this, or

approximately 50, that told you that there was an estimate .
of perhapsfa-sﬁéﬁ 000 shortfall or overrun, whichever way
you want to put it, recommending that the members of the
COuncil aantribute approximately'$300 000 on a hurry-up
basgis, on the same basis on which they had originally made
theii contributions to the counciifs work.

Incidentally, i might tell you that the.response

to that request for additional funds was—quite gratifying

to the CQmmittee. and I know to M¥. True and certainly
*ta‘Vincent Brown, in that I believa you told me yesterday'

: afternoen, Vineent, that all but about $25,000 of that is

in fight now, and that, af-courée; has reduced the pressure
soﬁﬂwhat.

| We made two other ?ecomﬁandatians aﬁrthe time to
Chairmﬁn True. The first recommendation was that the Budget
Committe- be enlarged somewhat by the addition of represent—
atives f£rom some, another one or two or three of the larger

contributors.
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He responded by appointing Mr. Mike Wrigh£ of

-VExxon, and Mr. Butch Granville of Texaco to the Budget

of Continental, Mr. swaaringen of Amoco, myself, Jphn Kelly,
~and Dean McGee.
We thought it needed a little broader representa-
-tion.l |
Anyhow, the next recommendation that we made,
ﬁhieh Chairman True ‘also adopted, with thé vigoroug consent
“and asgent of Vincent Brown, was what we chose to call an'-
‘“AdminiStrative Analysis Subcommittee” of the Budéet
Committee be appointed.
The idea of the Administrative Analysis Sub~
committee was to fake a feal godd. hard look at HPC.operﬁtions.

As has. been mentioned here earlier today, the costs of NPC

from deérnment for assistance have escalated.

In fact, they havé changed from around $300,000
four years ago to about $1,350,000 for the durrept &ear.
That is quite a gain. |

The Budgét Committee felt, in iﬁs requnsibilitjr
to the:Ceuncil menbers, that we will try to get a bgtterw :
grip on that. | o
| 'Mﬁ, mrue accepted thét recomméndatiﬁn}faﬂd_appointe

this Administrative Analysis Subcomﬁittee."Thgrﬁemberg of
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'Bxxon Corporation. He serves as Chairman of the Administra~

. tive Analysis Subcommittee.

Agsistant +o the Chalirman of Texace.

' Relatlons for Gulf oil.

_to limit it axactly, but at least to give the Adminlstrative

'Analysis Subcommlttee some sort of a charge as to what they

- . the Subcommittee in any way. We want them to chase any leads
parent committee had, as we saw it outlined:

| followed within the NPC organization, to provide liaison

between program requirements and costs thereof.

106

that are Mr. J. O, Bdwards, who is the Comptroller of the
Again, Mr. Cecil Olmstead, who wears more hats
than anyone almost I know, who is Vice President aﬁ&r
And Mr. D. R, Voorhees, who heads the Empleyee

The Budget Committee, in a meeting, devoted some

ﬁime to trying to really define the job, as we saw it, not

Ought to be doing.

We wrote out and handed them, on their~appointmant,'
a list of actuaily eitheén séparate Quastions. 1 wiil not
try to read those to you.

Incidentally, these were not intended to limit

that’they thought were advisable, but we did want to give

them some sense of direction and the concerns that the

These -eighteen questions fell into four general

categories. The first one was the organization and procedurag
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Up t6 now, we have not really done as good a job,
I confess, that is involved in the process for soma.time of
relating requirements to costs as perhaps should:have been.

The second general area of guestions waé to sharpen
up and really make more effective the budgeting and fore-
casﬁing process.

The third area was to provide the Agenda Conmittee

specifically with the financial and manpower implications of

- requests in ad.aace of formal approval thereof.

We are going to do better, Jake, than we have
been'able.to do so far.

Finally, to review and assure budgetary and
expense controls within the actual administrationrof the
National Petroleum Council office.

That was the situation as of approximately the
end of January, at the time we sent out the letter and we
féceiva& contributions.

The action that has been taken so far is that the

.Administrativa Analysis Subcommittee haz been appointed; it

isrworking.

| We are informed that the Budget Committeé can
expect their complete report sometime, hopefully, by the
firét of May, and certainly no later than the 15th, at which
_tima, the Budget Committee will meet to receive their report,

and congeolidate it with our own ideas.

] )
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I might as well warn you that the Adminiétrative

Analysis Committee confirms our suspicion that there will be

scme shortfall this year.

The method of handling that will possibly take the

 .form of ~~ and, ineidentally, the Administrative Analysis

Committee will alsc help us with the definition of_a budget
for the qoming fiscal year, Fiscal Year 1975.

Hopefully, late in May, or at the latest, early
June, we will be able to send out to the Council members a
budgetary request for contributions for Fiscal Year 1975,
which request will include a request for the funds necessary
to complete the current fiscal vear, along with such other
itémé iﬁ seeng appropriate toirepo:t at thét time.,

Obviously, we may have short of a shortfall at

thaf'time, and some of the larger contributors, it will be

suggested, frankly, that maybe they might hurry and get

their contributions in in order that we do not have to go

to the bank too often, Jake, like you used to do.

That completes my report, Mr, Chairﬁan. I hope
the members now have sufiicientrﬁarning to anticipate the
letter on or about June lst requesting fﬁnas.

Thank you, |

CHAIRMAN TRUE: Thank you very.muéh, Jack.,

Thank you and your committee for the wctk,youfhave

‘done and the contribution you are making.

P
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It seems like sll of our committees this year have

been called on to make greater and greater contrihutions
‘than historically the same committees were called on to make

_'in the past.

Is there any other business to come before the

Council?

(No response.}
CHAIRMAﬁ TRUE: Mr. Ramon, do you have anything
else?
MR, HAMON: I move we adjourn.
|  cHAIRnAN TRUE: Before you do that, Mr. Hamon,
and you have no further husinecs, T would like to conclude

my welcome of the new members of the National Petroleum

Council, and urge you to become involved in the Council's

work, and to participate and work anrcommittees.
I am sure you will find it most rewarding.

There will be a press conference immediately

“:following adjournment in the Secretary of the Interior's -

Conference Room, which is Room 5160, of this building. All
interested parties are invited to atﬁend.

I would tﬁank you all for being-with us, with
parﬁicnlar thanke to those of you who have actively partiei~

'patad.

The meeting of the Council is hereby adjourned.

(Whereupon, at 11:58 o’clock a.m., the maeting

o
_/46”1(’ ﬁ(”)()i'ft’ﬂg Olilfl(lﬂy .

SEB-5ZB88




end ja

10

11

12

13

14

15
16
17
18
19
20
21
22

23

24

25

was adjourned.)

-0 000~

_/46!}1 e /@e}.)arffug

s8g-5288

7
Ol}ll)ﬂ H’y

110




111

rﬂporbor the testinoay whioh

o

appears in the Fforegeing mavier wag takan by wme and

therealtier reduced to dypows citing by me or under my

directlon; that sald trans seripe s o true recovd of

-

E

the testimony given; ihat I am nelihev wunsel fow,

Lu.

reloted Lo, nor cupioved by any of the pary

rj,
[N
23

@&

hizn matver, =nd further that T am not a ralative

=

n

or employes of any attoiney or counsel smployad hy -
the pavtien thewein, nor Fipancia Wiy or ovhorwliss

r

wmvarested din the ovtoome of this Proceading.

FEIQIAL RW'QQR‘.T ]
ACME REPORTING COMPANY






